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If  you're  looking  for  help  with  Windows®  look 
no  farther.  INS  is  a  Microsoft  enterprise  partner 
for  Windows  and  we’re  the  largest  independent 
provider  of  network  services.  Nobody  is  more 
qualified  to  deliver  Windows  solutions,  from 
directory  services  and  integrated  communications 
to  unified  messaging,  management  and  security. 
So  call  us  or  see  our  ad  in  this  issue.  We’ll  open 
your  Windows  ASAP. 

(888)  INS-8100  www.ins.com 
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e-business 


It  takes  powerful 

software 


to  get  17  applications 

on  6  platforms  in 

3  time  zones  working 

together. 


That’s  the  software 

IBM  makes. 


IBM,  SecureWay  and  MQSeries  are  registered  trademarks  and  WebSphere,  the  e-business  logo  and  Software  is  the  soul  of  e-business,  are  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Tivoli  is  a  trademark  of  Tivoli  Systems  Inc.  in  the 
United  States  and/or  other  countries.  Java  and  all  Java-based  trademarks  are  trademarks  of  Sun  Microsystems,  Inc.  in  the  United  States,  other  countries,  or  both.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©1999  IBM  Corp.  All  rights  reserved 


|  Software  is  the  soul  of  e-business"  |  e-business  makes  for  strange 
bedfellows.  Especially  as  you  reshape  IT  assets  for  changing 
business  goals.  With  business  integration  software  from  IBM, 
technology  won’t  get  in  the  way  -  whether  you’re  supporting 
a  merger,  creating  a  Web-based  supply  chain  or  integrating 
your  business  processes.  New  IBM  software  is  already  helping 
companies  like  Toyota,  Texas  Instruments  and  The  Chase 
Manhattan  Bank.  Can  an  IBM  integration  solution  help  you? 


IBM  MQSeries®  is  the  world’s  leading  business 
integration  product,  designed  to  work  across  every 
system  in  commercial  use.  Fully  Java®  enabled,  it 
can  help  you  integrate  virtually  any  application 
into  your  e-business  for  unparalleled  flexibility. 

SecureWa/  Software  provides  a  rock-solid  network 
foundation  for  e-business  integration  on  any  scale. 
SecureWay  integrates  connectivity,  directory  and 
security  functions  to  improve  performance  — 
while  reducing  overall  complexity  and  cost. 


IBM  WebSphere™  Application  Server  extends  core 
business  functions  to  Web  clients  and  vice  versa. 
Built-in  connectors  to  leading  databases  and  other 
systems  speed  development  and  help  meet  high 
transaction  demands  on  e-business  applications. 

Tivoli®  IT  Management  Software  gives  you  the  power 
to  manage  all  your  systems,  networks,  applications 
and  Internet  resources  as  a  single,  extended 
enterprise  —  from  a  centralized  location.  Tivoli  is 
how  e-businesses  know  how  they  are  doing. 


See  how  IBM  business  integration  software  can  help  you  reshape  IT  assets  to  change  business  goals 
as  never  before.  For  a  free  demo  CD  and  information  kit,  visit  www.ibm.com/software/big/concept 
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Features 


A  New  Lease  on  Life 

REINVENTION  Fresh  leadership  and  a  shift  from 
governmental  business-as-usual  helped  revitalize  the  troubled 
Bureau  of  Alcohol,  Tobacco  and  Firearms. 

By  Perry  Glasser  and  Sandy  Kendall 

The  Making  of  E-Government 

GOVERNMENT  IN  THE  21ST  CENTURY  A  research  project 
has  brought  together  governments  and  businesses  to  study 
the  future  of  government  in  the  digital  economy. 

By  Constantine  von  Hoffman 

A  Capital  Idea 

COVER  STORY:  HUMAN  CAPITAL  It’s  not  easy  to 
track  the  value  of  human  capital.  But  the  very 
act  of  trying  can  yield  measurable  benefits. 

By  Daintry  Duffy 

Master  Class 

LEARNING  CURVE  IT  jargon  coming  at 
you  fast  and  furious?  Use  this  guide  to 
help  set  your  own  course  of  learning. 


Cover  photo  by  Stephen  Webster 
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WHAT  IF  THERE  WAS  A  TECHNOLOGY  that  could  capture  your  employees’  brightest  ideas?  And  what  if  this  technology  could  actually  make  sense  of,  and 
categorize,  the  increasing  number  of  documents,  emails  and  web  pages  produced  everyday?  Then  deliver  that  data  to  people  the  moment  it  was  asked  for? 
What  if  it  could  be  accessed  using  natural  language  instead  of  keywords?  So  instead  of  400  irrelevant  items,  only  the  four  needed  ones  were  retrieved.  What 
if  all  this  happened  automatically  and  intuitively  —  without  anyone  reading,  tagging  or  linking  a  thing?  And  what  if,  just  for  kicks,  this  technology  actually  grew 
more  intelligent  each  time  you  used  it?  What  if?  You’d  have  Autonomy®  —  the  only  out-of-the-box  portal  solution  powerful  enough  to  automate  and  personalize 
every  inch  of  your  intranet.  That’s  what  if.  www.autonomy.com/idea 
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Canon  imageRUNNER  600 


Can't  provide  "Designed  for  Windows"  assurance 


for  Windows  98  and  Windows  NT. 


Can't  scan  to  company  e-mail  system. 
Can't  scan  to  company  website. 
Can't  scan  at  65  ppm. 

Can't  scan  to  fax  server. 


XEROX? The  Document  Company?  the  digital  X?  Keep  the  conversation  going.  Share  the  knowledge.,  Document  Centre"  and  265  are  trademarks  of  XEROX 
CORPORATION.  This  model  may  contain  some  recycled  components  that  are  reconditioned.  Canon”'  and  imageRUNNER"  are  trademarks  of  Canon  Inc. 
Windows”  and  Windows  NT®  are  trademarks  of  Microsoft  Corporation.  Windows  compatibility  assurance  based  on  testing  by  Windows  Hardware  Quality  Labs. 
'Delivery  dates  may  vary. 


Xerox  Document  Centre  265ST 


Can  provide  "Designed  for  Windows"  assurance 
for  Windows  98  and  Windows  NT. 

Can  scan  to  company  e-mail  system. 

Can  scan  to  company  website. 

Can  scan  at  65 ppm. 

Can  scan  to  fax  server. 

Can  happily  take  orders  on  November  2? 

1-800-ASK-XEROX  ext.  466 


www.xerox.com 
Keep  the  conversation  going. 
Share  the  knowledge. 
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32  Skills  So  Soft 

REALITY  BYTES  Train  your  employees — especially  newly 
minted  executives — in  the  fine  art  of  people  skills. 

By  Megan  Santosus 

78  Operation  Brain-Trap 

INTELLECTUAL  CAPITALISM  By  banishing  paper,  a 
Spanish  consulting  firm  forces  its  employees  to  share  their 
knowledge  online.  By  Gary  Abramson 


Are  Your  IT  Priorities  Upside  Down? 

HANDSHAKE  If  you’re  not  concentrating  your  IT  dollars  at 
the  front  lines — where  the  company  meets  the  customer — 
you  may  very  well  end  up  at  the  back  of  the  pack. 

By  Jagdish  N.  Shetb  and  Rajendra  S.  Sisodia 


90  Partners  Healthcare’s  Jay  Pieper 

EXECUTIVE  SUITE  Strategies  for  health-care  execs  and 
the  future  of  technology  in  the  medical  industry. 

By  Daintry  Duffy 

98  Now  Serving:  Applications 

LEARNING  CURVE  Like  any  good  manager,  this 
technology  delegates  and  balances  responsibilities  among  its 
workers.  By  Meridith  Levinson 
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COVER  STORY:  CHANGE 
MANAGEMENT  Turning  two 
companies  into  one  is  not  a  job  for  the 
tender-hearted. 

PROFILE:  FORD  MOTOR  CO.  How 

do  you  keep  IT  in  sync  with  business 
strategy  at  a  $144  billion  global 
business  undergoing  a  major 
transformation?  Just  ask  Ford. 

INTERVIEW:  B.  JOSEPH  PINE  II 

Experiences  are  replacing  services  as 
the  basic  economic  offering. 

LEADERSHIP  Here’s  how  you  can 
turn  leadership  talk  into  action. 

EXECUTIVE  COUNSEL  What  does  it 
mean  when  a  professor  of  IT  can’t 
practice  what  he  teaches? 
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EXPERT  ADVICE  CIOs  and  aspiring 
IT  managers  seek  guidance  from  a 
Korn/Ferry  executive  recruiter. 

GIGA  VIEW  Web-enabled  applications 
promise  great  benefits. 

EMERGING  TECHNOLOGY  Database 
queries  are  smarter  and  have  become 
available  to  more  employees. 

SHOP  TALK  Ken  Harris  discusses 
leveraging  technology. 
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FREDERICK’S  OF  HOLLYWOOD 
NEEDED  244  HIGHLY  ALLOCATED 
ITHACA  PERIPHERALS 
SERIES  150  PRINTERS. 


NONE  OF  THEIR  RESELLERS 
COULD  FIND  THEM. 
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We're  Amherst— corporate  America's  leading  technology  reseller.  In  seconds,  our  "chew-through- 
walls"  sales  professionals  can  tap  into  CustomCommerce™— the  world's  most  powerful  multi¬ 
vendor  technology  database— and  access  over  200,000  computer  products  from  more  than  3,000 
manufacturers.  A  $4  billion  inventory— over  3  times  that  of  our 
nearest  single-source  competitor.  We're  corporate  America's 
secret  weapon.  We  will  find  what  you  thought  couldn't  be  found. 


AIVHEERST 


CORPORATE  COMPUTER  SALES  &  SOLUTIONS 


SEND  US  YOUR  BACKORDER  LIST  TODAY. 


Amherst  Corporate  Computer  Sales  &  Solutions  and  the  Amherst  Corporate  Computer  Sales  &  Solutions  logo  are  trademarks  of  Amherst  Technologies,  L.L.C.  Ithaca  Peripherals  and  the 
names  of  Ithaca  Peripherals  products  referenced  herein  are  either  trademarks  and/or  service  marks  or  registered  trademarks  and/or  service  marks  of  Ithaca,  a  TransAct  Technologies 
Incorporated  company.  All  trademarks  and  registered  trademarks  are  used  to  benefit  and  without  intent  to  infringe  on  the  mark  holder.  ©1999  Amherst  Corporate  Computer  Sales  &  Solutions. 


www.yoursecretweapon.com 


1  (888)  910-6296 
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network  ready? 


Introducing  Windows  2000  services  from  INS. 

It’s  all  over  the  news.  Windows  2000  will  make  your 
network  more  efficient,  give  your  administrators  more 
control  and  lower  your  operating  costs. 

But  first,  you  have  to  determine  if  your  network  is 
ready.  And  if  so,  how  will  you  design  and  deploy  your 
network  to  take  full  advantage  of  Windows  2000? 

Those  are  questions  INS  has  answered  for  a  wide 
variety  of  major  clients  since  we  became  a  Microsoft 
enterprise  partner.  Even  Microsoft’s  Information 
Technology  Group  has  asked 
us  to  help  them  deploy 
Windows  2000  throughout 
their  global  network. 


Microsoft  taps  INS 
for  Windows  2000 


We  provide  comprehensive  assessment  and  moni¬ 
toring  services  to  prepare  your  network  today  and  make 
your  transition  as  simple  and  seamless  as  possible. 

We  also  offer  a  full  range  of  network  services  to 
help  you  reap  the  maximum  benefits  from  Windows 
2000  Server.  These  include  Windows  Internetworking 
and  Directory  Services,  Integrated  Communications 
Infrastructure,  Network  Management  and  Security, 
and  Unified  Messaging. 

It’s  one  more  reason  why  most  of  the  Fortune  100 
trust  INS  with  their  networks,  and  why  9  out  of  10 
clients  come  back  to  us  with  additional  work.  In  fact, 
INS  was  just  named  the  #1  high  tech  consultancy  by 
Yankee  Group  and  Upside  Magazine,  who  selected 
us  over  140  other  companies. 

Download  the  Windows  2000 
Readiness  white  paper. 

To  download  the  Windows  2000  Readiness  white 
paper  and  our  Windows  2000  Services  brochure, 
visit  our  website  at  www.ins.com/microsoft  or  call 
888-467-7753.  We’ll  show  you  how  bright  your 
network’s  future  can  be. 


Arne 

The  knowledge  behind  the  network 


"The  knowledge  behind  the  network"  is  a  servicemark  of  International  Network  Services.  Windows  and  Microsoft 
are  registered  trademarks  of  Microsoft  Corporation.  All  other  trademarks  and  registered  trademarks  are  proper¬ 
ties  ot  their  respective  owners.  ©1999  International  Network  Services. 


Online  Now 


cio.com 


Find  Your  Dream  Job 

CIO  WANTED  Looking  for  a  new  job?  Our  focused, 
senior-level  IT  openings  are  updated  regularly. 
jobs.cio.com 


Sound  Off 


TAKING  SIDES  ON  CRITICAL  I.T.  ISSUES 

Each  week  we  pose  a  hot-button  question 
and  let  the  sparks  fly. 


comment.cio.com 


Speak Your  Mind 

THE  CIO  CONNECTION  Share  your  questions  and  answers,  and 
trials  and  triumphs  with  your  peers. 
discuss.cio.com 


Co 
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Body  of  Knowledge 

ONLINE  ARCHIVES  The  full  text 
of  CIO ,  dating  back  to  1 994, 
with  versions  of  articles  that  can 
be  e-mailed  and  are  printer-friendly. 
www.  cio.  com/ archive 


CIO  Insider 

BE  INFORMED!  Subscribe  to  the  CIO  Insider,  and  you’ll  receive 
regular  e-mails  letting  you  know  vvhat’s  new  on  the  site. 
www.  cio.  com/ cio/ cioinsider.html 

Got  a  Problem? 

ASKTHE  EXPERT  Each  month  a  new  industry  leader  answers 

your  questions. 

www. cio.com/ Cl  O/ expert 

Hear  It  for  Yourself 

CIO  RADIO  Listen  to  interviews  with  experts,  including  Peter 
Drucker,  Lawrence  Lessig,  Sen.  John  McCain  and  many  more. 
www.cio.com/radio 


discuss.cio.com 

Ask  a  question,  raise  an  issue  and  get 
feedback  from  your  peers  on  ClO.com’s 
discussion  boards. 


“Companies  continue  to  pay 
more  to  lure  good  workers 
away  while  ignoring  the  good 
workers  they  already  have. 
Until  companies  address  this, 
IT  turnover  rates  will  continue 
at  a  very  high  rate.” 

-A  READER  BEMOANING  POOR  EMPLOYEE 
RETENTION  PRACTICES 

“If  the  head  of  IT  is  truly  a 
CIO,  then  this  person  will  be 
a  significant  business  partner 
with  the  vision  to  position  the 
business  and  IT  in  a  common 
direction.  He  or  she  should 
be  a  board  member  just  like 
the  CFO. 
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-A  READER  DISCUSSING  THE  CIO'S  PLACE  IN  THE 
BOARDROOM 
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A  race  you  have  to  win 


Because  on  the  Internet,  nobody  cares  who  comes  in  second 


Get  there  first 


You  didn't  enter  this  race  to  come  in  second.  You  did  it  to  break  away  from  the  pack. 

But  that’s  easier  said  than  done.  Especially  for  emerging  companies  like  yours.  Because  things 
like  time,  money,  and  technical  resources  can  slow  down  your  .com  dreams.  That's  why  you 
need  a  partner  that  moves  at  the  same  speed  you  do — Breakaway  Solutions.  As  the  leading 
full-service  provider  (FSP),  we’ve  already  delivered  e-business  strategies,  e-commerce,  eCRM, 
and  application  hosting  solutions  for  high-speed  organizations  like  yours.  We  can  do  the  same 
for  you.  Why  settle  for  second?  Visit  www.breakaway.com  today  or  call  1-800-925-7100. 

Strategy,  Internet,  eCRM,  and  Application  Hosting  Solutions  for  Fast-Growing  Companies. 


Get  there  first. 


SOLUTIONS 


©  1999  Breakaway  Solutions,  Inc.  All  rights  reserved. 
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Re:  C/O— The  Next  Generation 


BringingCIOs  and 
their  enterprise 
customers  together 
in  a  single  volume 
reflects  what 
we’re  seeing  in 
organizations. 


This  is  the  final  edition  of 
CIO  Enterprise.  Beginning 
Jan.  15, 2000,  CIO  will  come  to 
you  in  a  handy,  redesigned  single  section, 
incorporating  new  features,  new  ideas 
and  a  fresh  look  for  the  next  millennium. 

Part  of  our  motive  for  making  this 
change  is,  of  course,  rooted  in  packaging. 

Some  readers,  frankly,  were  never  com¬ 
pletely  enchanted  with  a  two-piece  mag¬ 
azine  or  failed  to  see  the  rationale  for 
parsing  coverage  in  the  ways  we  had  cho¬ 
sen  to  do  it.  Moreover,  our  research 

showed  over  time  that  all  segments  of  readers — whether  they  are  within 
or  outside  the  IS  function — tend  to  read  both  sections  more  or  less 

equally.  This  is  not  what  we  initially  expected,  and  it 
suggests  to  us  that  the  point  of  having  this  sharply 
targeted  separation  in  our  content  is  not  especially 
meaningful  to  many  of  you. 

The  balance  of  our  motivation  has  to  do  with  an 
imperative  to  respond  to  the  endless  fluidity  of  the 
marketplace.  Businesses  are  evolving  in  the  way 
they  think  and  act  around  issues  of  technology 
strategy,  deployment  and  valuation.  CIOs  and 
their  executive  counterparts  across  the  organiza¬ 
tion  are  increasingly  more  together  than  apart. 
With  synchronicity  on  the  rise  in  these  vital  rela¬ 
tionships,  we  believe  it  makes  sense  now  to 
unify  our  treatment  of  the  process  of  converting 
technology’s  promise  into  enterprise  value. 

Just  over  two  years  ago,  when  we  brought 
the  Enterprise  section  of  CIO  into  being,  we 
imagined  that  it  would  help  create  thousands 
of  vastly  better  informed  executive  customers  for  the  IS  func¬ 
tion.  CIOs’  lives  would  become  less  stressful;  the  lamentably  low  suc¬ 
cess  rate  for  systems  implementations  would  improve;  overall  enter¬ 
prise  satisfaction  levels  with  technology’s  ROI  would  soar.  And  happy 
legions  of  IS  and  business  executives  would  advance  toward  a  condition 
of  perfect  alignment  between  technology  and  business  goals.... 

Well,  perhaps  we  haven’t  come  quite  that  far.  But  bringing  CIOs  and 
their  enterprise  customers  together  in  a  single  volume  seems  to  reflect 
what  we  see  occurring  more  frequently  within  your  organizations. 

We  look  forward  to  hearing  your  reactions  to  CIO — The  Next 
Generation  when  it  launches  in  January.  And,  as  always,  we  appreci¬ 
ate  your  continuing  support  and  guidance. 
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Products  Bill  Kerber;  Manager,  Program  Operations 
Cynthia  Laird;  Managers,  Program  Development  Thomas 
M.  Pitkin,  Michele  Zarella;  xNet  Program  Manager  Sherry 
Keyles;  Program  Marketing  Specialist  Jeremy  E.  Draper; 
Administrator,  Program  Planning  &  Finance  Sandra  J,  Hughey; 

Administrator,  Exec.  Programs  Heather  Beauton; 
Coordinator,  Exec.  Programs  Michael  Barbato;  Fulfillment 
Assistants  Christina  Cyr-Pereira,  Leah  Silver;  Meeting 
Planning  Specialist  Amy  Sanderson 
MARKETING 
Senior  VP  /  Marketing  Cathy  O'Leary  Hayes 
VP  /  News  and  Information  Susan  Watson;  Media 
Relations  Executive  Karen  Fogerty;  News  and  Information 
Specialist  Julie  Hanson;  Research  Director  Bridget 
Cammarata;  Senior  Marketing  Research  Analyst  Carolyn 
Johnson;  Marketing  Research  Analyst  Denise  Kane; 
Marketing  Comm.  Director  Marcy  L.  Dill;  Program 
Strategist  Lisa  Wilson-Wirth;  Cust.  Service  Rep.  / 
ConsultWare  Dot  Caspersen;  Marketing  Assistant 
Kari  Noah 

ADMINISTRATION 

Senior  VP  /  Operations  Walter  Manninen 
Assistant  to  the  Publisher  Diane  Martin; 

Financial  Manager  Margarita  Chiango;  Staff  Accountant 
Stephanie  Roche;  Billing  Administrator  Joyce  Gillis 
INFORMATION  SYSTEMS 
VP  /  CIO  David  Woodall;  Manager,  Network  Services 
James  C.  Burgoyne;  User  Services  Specialist  Michael 
Fahlsing;  IS  Specialist  Simon  Liang 
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WBPA 

▼  INTERNATIONAL  « 


" Thousands  of  MCI  WorldCom  representatives 
better  serve  millions  of  customers  after 

standardizing  on  Siebel  Web-based  products!' 

- • 

ys- - 

Omar  Leeman,  President  Special  Markets  MCI  WORLDCOM 


We  standardized  on  Siebel  Front  Office  Applications  allowing  us  to  optimize  each 

and  every  customer  interaction  across  sales  and  service  channels  including  our 

SIEBEL 

field  sales  force,  call  centers,  and  the  Web. 

THE  LEADER  IN  FRONT  OFFICE  eBUSINESS 

For  more  information,  visit  us  at  www.siebel.com  or  call  1-800-273-9913  EXT-102009 

SAN  MATEO  CHICAGO  BOSTON  NEW  YORK  LOS  ANGELES  LONDON  SYDNEY  PARIS  MUNICH  TOKYO  MEXICO  CITY 
£  1999  Siebel  Systems,  Inc.  All  rights  reserved.  Siebel  is  a  registered  trademark  of  Siebel  Systems,  Inc.  All  other  product  names,  marks,  and  logos  may  be  the  trademarks  of  their  respective  owners. 
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In  My  Opinion 


It’s  important  for 


new  CIOs  to  experi¬ 
ment  to  discover 
what  works  and 
what  doesn’t. 


WITH  NEW  COMPANIES 
being  born  at  an  ever- 
increasing  rate  and  a  three- 
to  five-year  average  tenure  for  CIOs, 
the  chances  are  that  one-third  of  you 
will  have  a  new  job  in  the  next  year  or 
two.  It’s  with  you  in  mind  that  I’ve 
developed  my  top  five  danger  signs  for 
the  new  CIO. 

1.  Showing  up  with  the  solution. 

New  CIOs  who  show  up  with  a  single  solution  for  complex 
problems  usually  do  so  out  of  insecurity  or  arrogance,  or 
because  they  believe  they  must  appear  decisive  and  establish  a 
directive  tone.  Subordinates  may  hesitate  to  share  information  if 
they  believe  your  mind  is  already  made  up. 

2.  Trying  too  much,  too  soon.  It’s  important  for  the  new  CIO  to 
experiment  to  discover  what  works  and  what  doesn’t.  But  too 
much  experimentation  can  deprive  promising  change  initiatives 
of  resources  or  the  attention  they  need  to  reach  fruition. 

3.  Becoming  isolated.  It’s  easy  for  new 
CIOs  to  isolate  themselves  from 
important  relationships  and  sources  of 
information.  However,  that’s  not  the 
way  to  lay  the  groundwork  to  be  able 
to  speak  and  execute  with  authority. 

4.  Keeping  the  existing  team  too  long. 
Many  CIOs  believe  subordinates  they 
inherit  deserve  a  chance  to  prove  them¬ 
selves.  For  some,  this  is  a  matter  of  fair¬ 
ness;  for  others,  however,  they  might  be 
motivated  by  arrogance  or  hubris. 
Whatever  the  rationale,  keeping 
employees  with  a  history  of  mediocre 
performance  can  damage  your  credi¬ 
bility  and  almost  always  slow  the 
pace  of  change. 

5.  Being  caught  by  the  wrong  people.  Those 
who  have  exerted  influence  in  the  old  regime  will  try  to  jockey 
for  position  in  the  new  one.  It’s  too  easy  for  the  new  CIO  to 
waste  precious  time  on  people  who  can’t  help  because  they  are 
incapable  or  outdated — or  both. 

Do  you  have  any  warnings  of  wisdom  that  you’d  like  to  add  to 
the  list?  You  can  e-mail  them  to  me  at  the  address  below. 


Joseph  L.  Levy 
President  and  CEO, 

IDG  Communications  Inc. 
jlevy@idg.com 
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On  Our  Web  Site 

cio.com 

http://www.cio.com 


Read  It  Online 

The  complete,  full-text  versions  of 
the  articles  that  appear  here, 
including  links,  are  now  available 
on  the  CIO  Enterprise  home  page. 
enterprise,  cio.  com 

Ask  the  Expert 

Have  a  question  about  IT 
leadership?  You  can  pose  it  to 
Ellie  Johnson,  custom  programs 
manager,  and  her  colleagues 
at  the  Center  for  Creative 
Leadership  in  Greensboro,  N.C. 
From  now  until  Nov.  30, 
Johnson  will  be  available  at 
asktheexpert@cio.com  to  offer 
insight  on  the  importance  of  IT 
leadership  and  advice  on  how  to 
institute  formal  IT  leadership 
training  programs. 

Research  Centers 

CIO’ s  Research  Centers  provide 
IT  and  business  executives  with 
links  to  trends,  developments 
and  intelligence  on  how  to  use 
technology  for  competitive 
business  advantage. 
www.  cio.  com /forums 


How  to  Reach  Us 

E-mail:  letters@cio.com 
Phone:  508  872-0080 
Fax:  508  879-7784 

Address:  CIO  Communications  Inc., 
492  Old  Connecticut  Path,  P.O.  Box 
9208,  Framingham,  MA  01701-9208 

Web  Site:  www.cio.com 

Subscriber  Services:  800  788-4605; 
Fax:  508  879-7899; 

E-mail:  denisep@cio.com 

Reprints:  Reprints  are  available  by 
calling  RMS  at  717  399-1000,  Ext.  31. 

http://enterprise.cio.com 


ci  cn 


ELECTRONICS 


700TFT 


What  if  you  could  transport  your  company  anywhere  you  knew  it  could  go?  Achieving  a  high  return  on 
investment  and  enhancing  your  bottom  line  in  ways  you  hadn’t  considered.  The  journey  begins  when  you  see 
your  vision  through  a  Samsung  monitor.  Yes,  Samsung.  We're  the  #1  manufacturer  of  CRT  and  TFT  displays 
in  the  world.  In  fact,  we  have  the  credentials  and  awards  to  help  you  reach  your  company’s  potential.  With 
superior,  high-performance  machines,  and  value  and  service  to  support  your  investment.  Let  Samsung  take 
your  company  to  a  visual  frontier  that  will  change  the  way  you  view  business  forever. 


The  Power  of  Samsung  " 


For  more  information,  call  800-SAMSUNG,  or  visit  www.samsungmonitor.com 
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(They  can  thank  us  later, 
when  they're  not  so  busy.) 


5  1999  Attachmate  Corporation.  All  Rights  Reserved.  Attachmate  is  a  registered  trademark  and  e-Vantage  and  The  Advantage  of  Information  or  trademarks  of  Attachmate 

lorporation.  9-0369  10/99  >*„, 


SEE  WHAT  THE  INNOVATORS  ARE  DOING  NOW  TO  EXTEND 
THEIR  ENTERPRISE  INFORMATION  TO  EMPLOYEES,  PARTNERS 
AND  CUSTOMERS  OVER  THE  WEB. 


Yes!  Please  send  me  a  copy  of 
"Web-to-Host  Success  Profiles1 


C / 


Name 


Title 


Company 


Address 


City 


State/Province  Zip/Postal  Code 


Telephone  (  ) 

E-mail 


E-mail  opt-in  notice:  Including  your  e-mail  address  acknowledges  that,  from  time  to  time,  you  may  receive  impor¬ 
tant  notices  or  information  about  Attachmate  products,  services,  events  and  special  offers.  Your  privacy  is  of  utmost 
concern  to  us.  We  will  not,  under  any  circumstances,  provide  your  e-mail  address  to  any  third  party  unless  required 
by  law.  At  any  time  you  may  elect  to  refuse  further  e-mail  messages  from  Attachmate  simply  by  acting  on  the 
"unsubscribe"  notice  included  in  every  e-mail  message  from  Attachmate.  9-0369.1099  347.1 6 


BUSINESS  REPLY  MAIL 

FIRST  CLASS  MAIL  PERMIT  NO  558  BELLEVUE,  WA 


POSTAGE  WILL  BE  PAID  BY 

ATTACHMATE  CORPORATION 
PO  BOX  90026 
BELLEVUE  WA  98009-9701 


NO  POSTAGE 
NECESSARY 
IF  MAILED 
IN  THE 

UNITED  STATES 


Sharp  Electronics  Increases 
Delivery  Speed  of  Parts  33% 
in  Just  60  Days. 


Another  Attachmate' 
e-Business  Success 

When  Sharp  Electronics  (Europe)  GmbH  wanted 
to  cut  administrative  costs  and  streamline  cus¬ 
tomer  parts  orders,  they  turned  to  Attachmate. 
Sharp  knew  our  Business  Solutions  consulting 
group  could  rapidly  develop  and  deploy  an 
e-business  application  that  would  speed  up 
delivery  and  cut  costs.  Using  our  e-Vantage 
technology,  a  solution  was  created  that  accesses 
host  data  to  maximize  efficiency  and  profitability. 

Find  out  why  four  out  of  five  Fortune  500® 
companies  and  over  10  million  users  worldwide 
rely  on  Attachmate. 

For  a  free  copy  of  Attachmate's 
customer  success  profiles  booklet, 
call  1-800-933-6793  (ext. 4271) 
or  please  visit  us  on  the  web  at 
www.attachmate.com/ad/cios.asp. 


= Attachmate. 

The  Advantage  of  Information*. 
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Desperation  Hiring 


Lie,  Cheat 
and  Steal  ? 
You’re  Hired! 


W 


'  HAT’S  MORE  EMBAR- 
rassing  for  a  project 
manager:  failing  to  com¬ 
plete  a  crucial  project  on  time 
because  of  a  staff  shortage  or 
watching  someone  hired  for  the 
project  led  away  from  the  building 
in  handcuffs?  For  companies  des¬ 
perate  to  fill  empty  offices,  that’s  a 
tough  call — and  more  organiza¬ 
tions  are  willing  to  risk  the  second  in  hopes  of  avoiding  the  first.  (See  “Cold  Fusion,”  Section  1,  Page  52.) 

So  says  Mel  Kleiman,  founder  and  president  of  Humetrics  Inc.,  and  managing  partner  of  one  of  its 
divisions,  The  Hire  Tough  Group,  both  of  which  provide  preemployment  screen¬ 
ing  tools  and  staffing  consultation  for  companies  that  hire  hourly  workers. 

The  employer  trap:  thinking  it’s  better  to  hire  anyone  to  fill  staffing  holes 


Survey  Says 


Online  Spending 

U.S.  Online  Consumer  Spending _ 

1999  $20  billion 

2004  (projected)  $184  MlliOH 


Business-to-Business  E-Commerce _ 

1999  $109  billion 

2003  (projected)  $1.3  trillion 

SOURCE:  FORRESTER  RESEARCH  INC.,  THE  BOSTON  GLOBE 


than  to  hire  no  one  at  all.  The  result:  desperation  hiring.  And  it’s  ram¬ 
pant  not  just  in  the  IT  industry,  where  the  worker  shortage  has  hit 
especially  hard,  but  across  nearly  every  industry.  Companies  that 
fall  victim  to  desperation  hiring  fail  to  perform  the  usual  back¬ 
ground  checks  on  prospective  employees,  leaving  themselves 
vulnerable  to  the  few  bad  apples  that  can  spoil  the  whole 
bunch  of  workers  (apologies  to  Donny  Osmond). 

Did  the  prospect  really  work  for  four  years  at  the  same 
*  company  and  garner  16  worker-of-the-month  awards? 

Who  cares!  What  about  the  certification  in  six  different  pro¬ 
gramming  languages?  Doesn’t  matter!  Just  get  her  in  here 
and  put  her  to  work.  Yesterday. 

Kleiman  estimates  that  between  60  percent  to  70  percent 
of  companies  have  the  desperation  hiring  skeleton  in  their 
closets,  and  most  of  them  know  they’re  doing  it.  “They’re  just 
checking  to  see  if  [the  prospective  employee]  has  a  pulse  rate,” 
says  Kleiman. 

When  those  bad  apples  really  start  to  rot,  the  whole  company  can 
suffer.  “Good  people  leave  because  they  get  tired  of  putting  up  with  bad 
people,”  Kleiman  points  out.  And  there’s  always  the  possibility  of  more 
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When  these  two  come  together, 
a  new  world  of  applications  opens  up. 


Nortel  Networks™  introduces  the  Internet  Communications  Architecture  (Inca™)  Portfolio.  Now 

you  can  bring  voice  and  data  networks  together  into  one  fluid  operation.  With  the  Inca  portfolio  of 
products,  you  can  take  full  advantage  of  the  hottest  applications  around,  like  Internet  telephony. 
And  at  the  same  time,  bolster  employee  efficiency  and  customer  relations  while  reducing  network 
costs.  Because  with  Inca,  you  can  leverage  your  existing  network  investment  by  voice-enabling 
your  data  network  or  by  data-enabling  your  voice  network.  Or  create  a  seamless  converged 
Unified  Network  from  scratch.  It's  your  choice.  So  come  together  with  Nortel  Networks  and 
let  us  propel  your  business  into  the  next  generation.  Visit  www.nortelnetworks.com/JUU 


N0RTEL 

NETWORKS 

How  the  world  shares  ideas. 


Nortel  Networks,  Unified  Networks,  the  Nortel  Networks  logo.  Inca,  the  Globemark  and  "How  the  world  shares  ideas '  are  trademarks  of  Nortel  Networks.  ©1999  Nortel  Networks. 
All  rights  reserved 


Plugged  In 


Cyber  Indiscretions 


dire  developments.  One 
company  Kleiman  worked 
with  hired  a  person  without 
checking  his  background. 
The  day  he  started,  the  com¬ 
pany  received  an  unsolicited 
visit  from  the  police — to 
arrest  the  man  for  embezzle¬ 
ment  at  a  former  job.  The 
most  telling  part  of  the 
episode?  Managers  pleaded 
with  the  officers  to  let  them 
keep  the  employee  for  a 
while  longer  to  finish  up 
some  work. 

What’s  a  company  to  do 
to  avoid  falling  prey  to 
such  desperate  measures? 
Kleiman  recommends  two 
key  steps.  First,  get  ahead 
of  the  curve  by  identifying 
project  needs  before  it’s 
time  to  fill  them.  Second, 
keep  valuable  employees  by 
identifying  what  they  want: 
Give  training  and  support 
to  those  hungry  for  knowl¬ 
edge,  and  hand  out  the  cold 
hard  cash  to  those  moti¬ 
vated  by  money.  These 
steps  may  be  easier  said 
than  done,  yet  companies 
have  little  choice  but  to 
take  them.  When  it  comes 
to  hiring,  desperate  times 
call  for  desperate  measures. 

-Meg  Mitchell 


Dangerous  Liaisons 


Feeling  frisky,  bored  and  primed  for  a  bit  of  extramarital 
adventure?  A  word  of  advice:  Don’t  use  e-mail  to  express  your 
undying  devotion  to  your  soul  mate  of  the  moment.  Online  affairs 
are  busting  up  a  lot  of  marriages,  according  to  Sanford  K.  Ain,  a  divorce 
attorney  at  Washington,  D.C. -based  Sherman  Meehan  Curtain  &  Ain. 

“About  50  percent  of  the  divorces  we 
see  have  an  electronic  communi¬ 
cations  component,”  says 
Ain.  More  than  one  lonely 
Cyrano  has  poured  out  his 
innermost  feelings  to  his 
Roxanne  in  electronic 
chat  rooms,  but  though 
the  spiritual  indiscretion 
occurs  in  cyberspace,  a 
neglected  spouse’s  wound¬ 
ed  heart  breaks  in  the  real 
world.  Messiest  is  when 
office  colleagues  go  sappy 
online,  forgetting  that  nothing 
sent  electronically  ever  truly  van¬ 
ishes.  Ain  knows  of  affairs  that 
came  to  light  when,  in  the  course 
of  unrelated  business  litigation, 
impounded  electronic  records  inci¬ 
dentally  turned  up  e-mail  between 
colleagues  whose  ardor  over¬ 
whelmed  good  sense.  But  saddest, 
according  to  Ain,  is  when  children 
use  Mom’s  or  Dad’s  password  and 
accidentally  discover  a  parent  engaged 
in  a  clandestine  liaison.  Moral  of  the  story?  If 
you  need  to  betray  your  vows  and  feel  compelled  to  whisper  sweet  noth¬ 
ings  in  someone’s  ear,  make  sure  you  do  just  that.  Whisper. 

Better  yet,  go  home,  hug  your  spouse,  kiss  your  kids  and  forget  the 
whole,  stupid  idea.  -Perry  Glasser 


Online  Banners 

Airport  Advertising 

WHILE  ATTEMPTING  TO  MAXIMIZE  THE  SEVEN 
minutes  before  you’re  due  to  board  your  flight, 
you  run  through  the  airport  frantically  looking 
for  an  outlet  for  your  laptop.  Just  past  gate  27,  you  notice 
clusters  of  people  standing  in  front  of  kiosks  of  monitors, 
busily  e-mailing  and  surfing  the  Web. 

Outlet  be  damned. 

Get2Net  Corp.,  a  Denver-based  company,  provides  free, 
unlimited  Internet  access  at  NetStations  in  11  airports  across 
the  United  States.  But  that’s  not  all.  It  has  managed  to 


bring  consumers  closer  to  businesses  looking  to  grab  their 
attention.  Advertise  your  company  online  at  one  of  the  sta¬ 
tions  and  75,000  users  a  month  — potential  customers— will 
eyeball  your  banners,  according  to  Pam  Osborne,  manager  of 
marketing  communications  at  Get2Net. 

The  first  terminals  were  installed  in  Norfolk,  Va.,  in  1996. 
Today,  NetStations  can  be  found  in  10  airports  in  the  United 
States.  CBS  MarketWatch,  Trip.com  and  Chase  Manhattan 
Bank  are  a  few  of  the  current  advertisers. 

For  companies  looking  to  get  in  front  of  the  business  trav¬ 
eling  crowd,  a  flashing  banner  might  be  just  the  right  channel 
for  your  ad  campaign  to  take  off.  -Kathleen  Carr 
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business  people 


Name: 


David  Zimney 


Job  Description: 


Reengineer  information  and  business  strategies 
to  create  more  efficient  operations. 


Helped  Century  Furniture  reduce  order 
fulfillment  time  from  14  to  6  weeks,  increasing 
customer  satisfaction  and  profitability. 


Favorite  Meal: 

“Any  fast  food.” 

Phone: 

1 

1  800  IBM  7777,  ask  for  Services 

www.ibm.com/services/info 


IBM  Global  Services 

People  who  think.  People  who  do.  People  who  get  it. 


Experience: 


Efficiency  Engineer 


IBM.  the  e-business  logo  and  People  who  think.  People  who  do.  People  who  get  it.  are  registered  trademarks,  trademarks  or  service  marks  of  International 
Business  Machines  Corporation.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  1999  IBM  Corp. 
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Executive  Library 

How  to  Succeed 
Abroad 


Global  Explorers:  The  Next  Generation  of  Leaders 

By  J.  Stewart  Black,  Allen  J.  Morrison 
and  Hal  B.  Gregersen 
Routledge,  1999,  $29.95 

WHEN  EURODISNEY,  A  JOINT  VENTURE 

between  the  Walt  Disney  Co.  and  the  French 
government,  first  opened  outside  Paris  in 
April  1992,  it  was  an  unmitigated  disaster.  Beset  by  bad 
publicity,  the  theme  park  set  all-time  Disney  lows  for 
attendance,  hotel  occupancy  rates  and  amount  spent  per 
visitor.  But  the  story  of  the  park’s  eventual  turnaround 
into  the  thriving  venture  it  is  today  makes  for  a  fascinating 
story  and,  for  the  purposes  of  this  book,  an  apt  example 
of  how  a  talented  executive— Steve  Burke— can  come  to 
the  rescue  of  an  ailing  global  enterprise. 

Burke  took  on  the  job  of  vice  president  of  marketing 
and  operations  at  EuroDisney— now  known  as  Disneyland 
Paris— in  October  1992,  after  being  personally  asked  to  do 
so  by  Disney  CEO  Michael  Eisner.  His  is  just  one  of  many 
case  histories  demonstrating  superior  global  leadership 


that  are  sprinkled  throughout  this  engaging,  meaty  book. 
The  authors  discuss  the  need  for  companies  to  develop 
global  leaders,  and  they  provide  a  how-to  guide  for  execu¬ 
tives  assigned  to  foreign  postings.  The  book  is  based  on  a 
three-year  project  in  which  the  authors  asked  130  senior 
executives  from  50  global  companies  what  attributes 
make  for  an  effective  global  leader.  The  research  led  the 
authors  to  identify  four  areas  in  which  admired  global 


Web  Retailing 


Teddy  Bears  for  Tokyo 


USED  TO  BE 
that  if  you  lived 
in  Yokohama, 
Japan,  and  got  a  crav¬ 
ing  for  an  Omaha 
Steak,  you  were  pretty 
much  out  of  luck.  Enter 
US-Style.com,  a  Web 
site  that  is  making  it 
possible  for  the 
Japanese  to  purchase 
their  favorite  American 
brands  and  products 
with  the  click  of  a 
mouse.  US-Style  is  not 
merely  an  e-commerce 
site,  it’s  actually  a  por¬ 
tal,  points  out  CEO 


Maxwell  Thomas. 
Through  a  Japanese 
language  interface, 
consumers  can  make 
purchases  from  retail¬ 
ers  like  barnesand 
noble.com,  Omaha 
Steaks,  Vermont  Teddy 
Bear  and  CDnow,  as 
well  as  access 
American-based  finan¬ 
cial  and  travel  services. 

US-Style  has  part¬ 
nered  with  Yahoojapan, 
the  leading  search 
engine  in  the  Japanese 
market,  which  gives  it 
high  visibility. 


Additionally,  because 
the  Japanese  often 
demand  a  higher  level  of 
service  than  American 
consumers,  the  site  is 
supported  by  Japanese 
customer  service  repre¬ 
sentatives  in  the  United 
States.  With  14  million 
Internet  users  (second 
only  to  the  United 
States),  Japan  is  a  lucra¬ 
tive  e-commerce  market 
and  US-Style  is  hoping 
to  capitalize  on 
Japanese  affinity  for 
American  brands. 

-Daintry  Duffy 


leaders  excel: 

■  inquisitiveness— a  natural 
interest  in  learning  and  seeking  new 
experiences. 

«  perspective  —  being  comfortable 
with  uncertainty  and  being  good  at 
differentiating  between  those  policies 
and  products  that  should  adhere  to 
global  versus  local  standards. 

»  character  — beingsomeone that 
others  trust. 

*  savvy  —  havinga solid under- 
standingofthe  business  and  being 
friendly  with  key  decision  makers  in 
the  company. 

The  research  also  turned  up  con¬ 
cerns  from  companies  across  indus¬ 
tries  on  the  quality  of  their  offshore 
executives:  Only  2  percent  to  3  percent 
of  companies  reported  havingthe 
quality  and  quantity  of  global  leaders 
they  desire. 

The  book  explains  how  executives 
interested  in  foreign  postings  can  suc- 
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How? 


In  a  world  where  you're  only  as 
good  as  your  last  fiscal  quarter, 
you've  got  to  extract  every  ounce 
of  value  from  your  resources.  And 
in  the  new  economy,  your  most 
precious  resource  isn't  what  you 
own.  It's  what  your  people  know. 
That's  why  so  many  companies  have 
turned  to  DigitalThink.We  use  the 
revolutionizing  power  of  the  Internet 
to  deliver  e-learning  solutions  that 
can  give  you  a  competitive  advan- 
tage.To  find  out  how  increasing 
knowledge  can  increase  everything 
else,  visit  www.digitalthink.com. 

DigitalThink 

SMART  COMPANIES  GET  IT‘“ 


g 

Id’ 


www.d  ig  ita  It  h  i  n  k.com 


It  seems  every  three  months  there’s  a 
new  “killer  app."  The  media  heralds  it. 
Startups  sell  it.  And  you  lie  awake  at 
night  wondering  if  you 
should  buy  it. 

Case  in  point.  A  well- 
known  insurance  company 
was  hearing  a  lot  of  good 
things  about  voice  over  IP 
technology.  About  how  it 
could  help  their  branch 
offices  communicate  with  their  home 
office  for  a  fraction  of  the  cost. 

Naturally,  the  insurance  company 
wanted  someone  with  experience. 
Someone  like  MCI  worldCom.SM  After  all, 
they  not  only  knew  we  were  one  of 
the  world's  largest  internet  providers. 
They  knew'  we  had  a  wholly  owned, 
seamless  global  network.*  One  which  gave 
us  the  freedom  to  offer  them  almost 


any  kind  of  data  service  known  to  man 
—including  the  latest  killer  application. 

An  interesting  thing  happened  when 
we  went  in  and  assessed 
the  situation,  however.  We 
saw  they  used  IP  for  e-mail. 
But  kept  the  lion’s  share 
of  their  mission-critical 
data  on  Frame  Relay. 
An  important  distinction. 
Because  that  meant  they 
could  use  the  spare  bandwidth  on  their 
Frame  Relay  to  carry  voice.  Maximizing 
their  previous  investment.  Minimizing 
their  new  one. 

Needless  to  say,  they  took  our  advice. 
But  then,  they  knew  we  didn't  have  a 
vested  interest  in  selling  them  the  latest 
technological  wonder.  Just  the  right  one. 

For  more  information,  visit  us  at 
www.wcom.com/data3 


MCI  WorldCom  has 
an  entire  continuum 
of  data  services 
on  our  seamless 
global  network,  Here’s 
how  we  made  it  work 
for  a  well-known 
insurance  company. 


MCI  WorldCom  Data  Continuum 

I - 1 - 1 - 1 - 1 - 1 

VOICE  OVER  DATA  INTERNET  DSL  FRAME  RELAY  ATM  VPN 


'Only  MCI  WorldCom  owns  the  entire  network  between 
many  locations  in  the  U.S.  and  Western  Europe. 


MCI  WORLDCOM. 


Plugged  In 

ceed  abroad,  illustrating  their  advice 


And  Now,  the  End  Is  Here 


with  mini  profiles  of  managers  who 
excel  in  each  of  the  four  areas.  For 
instance,  the  authors  use  Disney’s 
Burke  to  exemplify  the  chapter  on  per¬ 
spective.  Burke  was  faced  with  balanc¬ 
ing  the  needs  of  the  corporate  parent, 
which  expected  certain  universal  stan¬ 
dards  for  its  products  and  offerings, 
against  local  customs.  Disney,  for 
example,  had  a  policy  prohibiting 
liquor  sales  at  the  parks,  which  went 
against  the  French  custom  of  having 
wine  with  meals.  By  making  some 
straightforward  moves,  such  as  chang¬ 
ing  the  park’s  name  to  Disneyland 
Paris,  altering  some  labor  policies  and 
allowing  wine  to  be  sold  with  lunch, 
Burke  was  able  to  spark  the  park’s 
turnaround. 

The  book  also  cites  IKEA,  the  hip 
furniture  and  housewares  store,  as  an 
example  of  a  company  that  failed  to 
balance  global  standards  with  local 
customs.  It  insisted  on  trying  to  sell 
metric-sized  beds  and  bedding  to 
American  customers,  despite  reports 
from  its  managers  in  the  States  that 
unsold  beds  were  piling  up  in  ware¬ 
houses.  The  senior  managers  in 
Sweden  refused  to  budge  on  the 
bed  policy,  convinced  the  American 
managers  needed  to  just  try  harder 
to  sell  them.  Finally,  after  two  years, 
the  beds  were  discontinued  in  the 
States  and  replaced  with  beds 
meeting  U.S.  standards.  IKEA  made 
the  mistake,  the  book  points  out, 

“of  getting  sucked  into  the  comfort 
zone  of  its  own  unexamined  cultural 


Day-to-day  life  as  a  writer  or  editor  is  not  without  its  amusing 
moments.  Here,  in  the  final  edition  of  CIO  Enterprise ,  we  offer  a 
few  of  them. 


Late  for  a  luncheon  interview  with  state  street  corp.’s 
Marshall  Carter,  chairman  and  CEO,  and  John  Fiore,  executive  VP 
and  CIO,  at  their  offices  in  Boston  (see  “In  CIOs  We  Trust,”  CIO 
Section  2,  June  15, 1999),  I  put  the  pedal  to  the  metal.  You  know  what  hap¬ 
pens  next— flashing  headlights  in  my  rearview,  a  siren  and  a  County 
Mounty  who  tagged  me  for  doing  70  in  a  55  mph  zone.  Guess  what?  The 
boss  wouldn’t  let  me  expense  the  fine. 


heritage.” 

For  any  executive  hankering  after 
that  country  directorship  in 
Madagascar,  or  for  companies  inter¬ 
ested  in  developing  better  global  lead¬ 
ers,  this  book  provides  a  useful 
blueprint  for  how  to  get  there. 

-Mindy  Blodgett 


'Night  John  Boy 


WHILE  WRITING  A 

story  on  virtual  com 
munities,  I  inadver¬ 
tently  got  some  firsthand 
experience  of  how  truly 
unique  online  communi¬ 
ties  can  be.  In  a  sidebar  on 
Farm.com — a  virtual  com¬ 
munity  for  farmers — I  made 
reference  to  the  TV  family 
The  Waltons  as  farmers.  While 
my  editor  and  I  were  puzzling  over 

whether  they  actually  farmed  for  a  living,  one  of  our  copy 
editors  discovered  a  Waltons  Web  site.  It  contains  a  wealth  of 
Walton  wisdom  and  a  virtual  community  where  fans  of  the 
show  can  dish  about  their  personal  sightings  of  Richard 
Thomas  (a.k.a.  John  Boy)  and  ponder  serious  questions  like, 
“Which  Walton  woman  would  make  the  best  wife?”  It 
seemed  like  too  good  an  opportunity  to  pass  up,  so  I  posted  a 
message  acknowledging  that  I  had  never  actually  seen  the 

show  but  was  wondering  about  the 
exact  profession  of  Pa  Walton.  Within 
half  an  hour  I  had  received  five  personal 
responses  to  my  question  (it  turns  out 
the  family  income  came  from  their 
sawmill),  one  of  which  instructed  me  in 
no  uncertain  terms  that  I  should  be 
watching  the  show. 

I  told  him  thanks.  And  good  night. 

-Daintry  Duffy 


-Perry  Glasser 
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Connected. 


Able  to  share  information.  Able  to  store  and  retrieve.  Scan  and  copy  and  print. 


All  from  your  desktop.  Find  out  how  Ricoh  Aficio  digital  solutions  make  your  network  work. 

Alicio 


Aficio  650 
&  AP2000 


800  63  RICOH 
ricoh-usa.com 


0  1999  Ricoh  Corporation 


We're  in  your  comer. 


K0@@cn 
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Image  Communication 
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Plugged  In 


We  Aren’t  the  World 


ONE  OF  THE  MORE  INTERESTING 

events  in  Enterprise's  existence  was  the 
Great  Nancy  Sinatra  Sing  Off.  In  the 
course  of  planning  our  special  issue  on  con¬ 
sulting  (CIO  Section  2,  Oct.  15, 1998),  we 
decided  to  write  a  song  about  consultants  set 
to  the  tune  of  “These  Boots  Are  Made  for 

Walkin’.”  What’s  more,  we  saw  a  pressing 
business  need  to  record  the  whole 
thing  and  put  it  up  on  our  Web  site. 
Everybody  wants  to  hear  a 
bunch  of  journalists  warbling 
in  Web  time,  right? 

Sadly,  no. 

The  songwriter’s  royalty 
people  didn’t  want  to  hear 
us,  and  they  didn’t  want 
anybody  else  to  hear  us 
either.  They  responded  with  a 
big  fat  “NO!”  to  our  very 
politely  worded  request  for  per¬ 
mission  to  record  the  tune.  So 
here  we  are  with  a  really  scorching 
song  called  “These  Suits  Are  Made  for 
Talkin’,”  and  we  can’t  share.  Maybe  you  can 
get  a  bootleg  copy  if  you  ask  us  nicely.  Just  don’t  tell  the  copy¬ 
right  folks.  They  have  no  sense  of  humor. 


-Carol  Hildebrand 


Lessons  in 
Elocution 

I  REGISTERED  BY  TELEPHONE 
for  a  conference.  The  registrars 
asked  for  my  title  and  I  said, 
“Features  Editor,”  which  is  true 
enough.  When  my  registration  materi¬ 
als  arrived,  however,  I  learned  I  had 
been  promoted— to  Futurist  Editor. 
What  a  rush.  I  got  to  the  conference 
full  of  jolly  anticipation  about  sporting 
my  new  title  on  my  name  tag.  The 
woman  at  the  desk  fussed  over  my  cre¬ 
dentials  and  finally  admitted,  “I  can’t 
find  your  speaker’s  badge.”  “What?!”  I 
answered.  I  wasn’t  supposed  to 
speak.  I  was  just  supposed  to  be,  you 
know,  a  spectator.  Terrible  visions 
shook  me,  of  crowds  of  cookie- 
surfeited  executives  waiting  for  me  to 
expound  on  futurist  matters.  A  classic 
Freudian  nightmare.  But  just  as  the 
sweat  was  beading  up  on  my  fore¬ 
head,  she  sighed,  “Oh,  no,  here  we 
are.  You’re  just  press.”  What  a  relief. 

-Sandy  Kendall 


Publishing 
Hurts 

TWO  WORDS:  BODILY 
injuries.  It  all  began 
soon  after  I  joined  CIO 
in  December  1997  when  I  crum¬ 
pled  to  the  floor  after  running 
into  an  immovable  object— 
a  buddy  of  mine— on  the  rac- 
quetball  court.  Result:  sepa¬ 
rated  shoulder.  After  a  few 
months  of  blowing  off  physical 
therapy  visits  and  riding  the 
Lifecycle  at  the  gym,  I  decided  I 


was  ready  to  light  it  up  at  one 
of  our  lunchtime  basketball 
games.  One  particularly  out-of- 
control  player  from  another 


company  nicknamed  “Wild” 
Matt  came  down  on  my  ankle 
Result:  ankle  sprain.  Back  to 
the  Lifecycle.  A  few  months 


later,  while  playing  for  our  com¬ 
pany  basketball  team  in  a 
Sunday  night  league,  I  took  an 
elbow  that  felt  like  the  nose  of 
a  bullet  train  in  my  rib  cage. 
Result:  bruised  ribs  (and 
immeasurable  pain  for  weeks 
when  I  laughed,  sneezed  or  did 
Monty  Python  impressions). 
Today,  I’m  a  little  less  likely  to 
answer  the  biweekly  e-mail 
from  Sandy,  a  workmate,  gath¬ 
ering  the  troops  to  play  hoops. 

As  William  Tecumseh 
Sherman  once  said,  “War  is 
hell.”  And  so  is  publishing. 

-Todd  Datz 
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>4 re  you  blindly  throwing  more  bandwidth  at  network  problems?  Open  your  eyes  and  nail  delays  at  the  plate  with  Application 


Flow  Management  from  NetScout  Systems.  Get  more  power  and  more  control  over  your  networked  applications  through 
real-time  and  historical  performance  data  —  all  in  simple,  relevant  business  terms. 

What's  more,  our  products  give  you  greater  visibility  into  your  network.  So  you  can 


NetScout. 

Because  the  network  is  the  business 


make  more  informed  capacity  planning,  application  deployment,  and  troubleshooting  decisions.  All  while  dealing  with  the 


curveballs  end  users  toss  at  you  each  day.  For  more  information  and  a  free  copy  of  John  McConnell's  ''Application  Flow 
Management"  white  paper,  visit  us  at  www.netscout.com/bb13,  or  call  1-800-309-8923.  And  strike  out  network  delays,  1-2-3. 


I 


They  said  it  couldn’t  be  done.  Having  an  intelligent  real-time  view  of  your  overall 
business.  But  Allstate,  Microsoft,  and  Sony  thought  it  possible.  They  discovered 
i-business,  a  software  solution  from  Information  Builders.  And  now  all  anyone 
is  saying  is  “incredible.”  Why?  Because  we  allow  them  to  immediately  integrate 
and  leverage  data  from  disparate  or  complex  systems  and  deliver  it  as  useable 
information  via  the  Web.  You  can  finally  share  accurate  information  across  your 
organization,  with  all  employees,  business  partners  and  customers  alike,  i-business 
puts  the  intelligence  in  e-business,  enabling  you  to  outperform  competitors  and 
become  a  market  leader.  Now  that’s  incredible. 

i-business  changes  everything 


Information 

Builders. 

www.informationbuilders.com/i-business  1.800.969.INFO 

1999  Information  Builders,  Inc,  All  trademarks,  registered  marks  and  service 
arks  are  the  property  of  their  respective  owners.  All  rights  reserved. 


A  COLD.  HARD  LOOK  AT  HOT  TRENDS 


Skills  So  Soft 


Train  your  employees — especially  newly  minted  executives- 

in  the  fine  art  of  people  skills 


BY  MEGAN  SANTOSUS 


IN  THIS  AGE  OF  ROCK-BOTTOM  UNEMPLOYMENT, 
almost  every  company  sounds  the  same  horn:  It’s  not 
the  products,  services  or  even  the  patent  portfolio  that 
sets  one  company  apart  from  the  competition.  It’s  the 
people — executives  and  hourly  employees  alike — who 
make  the  difference. 

With  all  that  significance  bestowed  on  people,  one  would 
think  managing  talent  would  have  evolved  accordingly.  Yet 
when  it  comes  to  preparing  top  employees  for  executive  posi¬ 
tions,  companies  talk  the  line  but  often  don’t  walk  it.  Given 
that  it’s  so  hard  not  only  to  find  but  to  keep  people,  com¬ 
panies  can  no  longer  promote  employees  to  man¬ 
agerial  roles  and  let  them  sink  or  swim. 

In  particular,  companies  need 
to  equip  recent  arrivals 
to  the  executive  ranks 
with  the  softer  skills — 
interpersonal  communi¬ 
cations,  public  speaking, 
consensus-building,  per¬ 
ceptiveness  and  the  like — 
necessary  to  succeed  in 
their  new  roles. 

For  example,  a  company 
can’t  kick  its  top  salesperson 
up  to  management  and  expect 
her  performance  to  automati 
cally  match  or  surpass  her 
previous  achievements. 

After  all,  the  aggressiveness 
and  competitiveness  required 
to  be  a  star  in  sales  (characteristics  reinforced  in  the  form  of 
handsome  commissions)  don’t  lend  themselves  to  the  subtle 
art  of  managing  and  motivating  underlings.  Sure,  some 
employees  just  aren’t  cut  out  to  be  executives.  But  too  many 
promotions  fail  because  companies  don’t  recognize  that  new 
executives  need  training  specific  to  their  new  roles.  As  with 
the  overachieving  sales  manager  who  suddenly  finds  herself 
on  mahogany  row,  the  traits  that  lead  to  a  promotion  can 
sometimes  be  liabilities  in  the  new  role. 
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When  executives  talk  about  their  CIOs,  a  lack  of  soft  skills 
is  a  frequent  refrain.  All  too  often,  the  blame  for  this  short¬ 
coming  falls  squarely  (and  unfairly)  on  the  CIOs’  shoulders. 
Business  executives  have  to  recognize  how  CIOs  arrived  at  their 
positions.  For  most,  the  path  to  becoming  CIO  involved  years 
of  demonstrating  technical  prowess  in  the  IT  trenches.  Is  it 
really  that  surprising  that  many  CIOs  don’t  play  well  with  other 
executives  when  they  first  cross  the  threshold  of  the  boardroom? 

If  your  CIO  doesn’t  merit  high  marks  in  the  communicat¬ 
ing  department,  don’t  be  too  quick  to  pull 
the  plug  on  his  tenure.  Instead  of 
bemoaning  where  CIOs  fall  short, 
CEOs  and  other  executives  need  to 
understand  what  makes  their  technical 
brethren  tick.  Understanding  where  the 
strengths  of  CIOs  and  other  executives 
lie  and  how  to  build  on  them  involves 
more  than  putting  their  resumes  under 
a  microscope.  Executives  need  to 
examine  the  personality  traits  of 
newly  promoted  employees  and 
recognize  how  those  traits  man¬ 
ifest  themselves  in  job  perfor¬ 
mance.  Is  this  new  executive  a 
do-it-yourself  type  who  gets 
buried  under  his  workload? 
If  so,  it’s  time  for  some  train¬ 
ing  in  delegation  skills.  Does 
this  new  executive  horde 
data  and  make  solo  decisions  on 
the  fly?  Lessons  in  sharing  information  and  col¬ 
lective  decision  making  are  in  order.  Discovering  such  behav¬ 
ioral  tendencies  is  the  first  step  to  providing  newly  promoted 
executives  with  the  appropriate  training. 

If  people  are  indeed  a  strategic  asset  at  your  company,  isn’t 
it  time  to  start  managing  them  like  one?  HE3 

Senior  Editor  Megan  Santosus  can  be  reached  at  santosus@ 
cio.com.  Send  responses  to  this  column  or  suggestions  for 
future  topics  to  reality@cio.com. 
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He  MAY  NOT  HAVE  A  CRIME-FIGHTING 


SIDEKICK,  TELEPATHIC  POWERS, 


Liebert  Representative  Jeff  Price  of  CDP,  Inc. 
worked  closely  with  Joel  Komater  of  Fiserv, 
one  of  the  largest  data  processing  firms  serving  the  financial  industry,  to 
configure  a  total  protection  system  using  Liebert's  extensive  product  line. 


When  you  buy  from  a  Liebert  Representative,  you're 
buying  quality  products  from  a  knowledgeable  expert. 
He  has  the  products  and  the  experience  to  make  your 
systems  invincible,  24/7. 


See  us  at  Networld  +  Interop  Atlanta- 
Booth  #1438 

www.dp3.liebert.com 

To  learn  how  Liebert  can  help  you  maximize  system  availability. 


or  SUPER  STRENGTH . . . 


...but  when  it  comes  to  system 
availability,  his  power  will  defend 
you  from  the  evils  of  downtime. 

Today,  system  downtime  means  (1)  the  business  grinds  to 
a  halt,  and  (2)  it’s  your  fault.  Modern  businesses  demand 
maximum  system  availability.  That's  why  you  need  Liebert 
Representatives  and  UPS  products. 

Liebert  Representatives  are  experts  in  system  protection. 
Their  backgrounds,  training  and  experience  help  them 
quickly  diagnose  and  solve  your  problems. 

And  Liebert  UPSs  deliver  the  same  commercial-grade 
reliability  as  the  rest  of  our  extensive  product  line.  It's  the 
result  of  30+  years  of  providing  cutting-edge  protection 
to  some  of  the  largest  corporations  in  the  world. 
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800-877-9222  dept.  DP3  www.dp3.liebert.eom  info@liebert.com 
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governmental  Dusiness-as-usuai 
helped  revitalize  the  troubled 
Bureau  of  Alcohol,  Tobacco  and 
Firearms 


BY  PERRY  GLASSER  AND 
SAN  DY  KENDALL 


PHOTO  BY  KATHERINE  LAMBERT 


R  E  I  N  V  E  N  T  I  0  N 


HEmJwU  HKAt  THE  LETTERS  ATE,  DO  YOU  THINK  OF.. .WACO?  IT’S  LIKELY. 
WHgglirc  |a<j  press  and  continuing  attention  from  the  incident  in  Texas,  the  U.S. 
Bureau  of  Alcohol,  Tobacco  and  Firearms  pursues  its  apparently  odd  combination  of 
duties  with  generally  little  fanfare  and  less  conflagration.  On  any  given  day  it  may  be 
analyzing  chemical  components  in  a  ginseng  supplement,  aiding  a  bomb  investigation 
in  Zambia,  collecting  taxes  on  Skoal  or  making  sure  fireworks  meet  safety  standards 
in  the  states  where  pyrotechnics  are  legal. 

Like  all  regulators  of  pleasure  and  vice,  the  ATF  often  comes  under  fire 
from  the  citizenry  and  sometimes  its  very  existence  is  questioned.  Botch- 
ups  such  as  the  siege  and  raid  at  the  Branch  Davidian  compound  in  Waco 
in  the  spring  of  1993  only  make  matters  worse.  The  period  following  that 
highly  charged  event  may  have  been  the  low  point  in  the  bureau’s  27  years. 

Within  six  months  the  Secretary  of  the  Treasury  had  appointed  a  new 
director,  John  Magaw,  and  he  spearheaded  the  bureau’s  fight  for  its  life. 

Whenever  an  organization  gets  new  leadership,  it  naturally  gets  a  shakedown. 
Magaw,  former  director  of  the  U.S.  Secret  Service,  started  his  tenure  by  defending 
the  ATF.  Many  people  argued  that  it  should  be  abolished,  but  Magaw  pushed  for 
keeping  it  whole  and  continuing  its  mandated  mission  of  reducing  violent  crime, 
collecting  alcohol  and  tobacco  tax  revenue  and  protecting  the  public.  The  bureau 
remained  intact,  and  Magaw  turned  to  internal  matters  to  improve  its  operations 
and  its  reputation.  He  enjoined  the  bureau  to  run  like  a  business.  That  meant  dar¬ 
ing  to  innovate.  It  meant  striving  for  new  efficiencies.  It  meant — because  it  was  the 
’90s,  after  all — getting  wired.  But  doing  all  these  things  to  make  a  large  federal 
bureau  run  like  a  business  first  required  considerable  organizational  change. 


The  ATF’s  Deputy 
Director,  Bradley 
Buckles  (left), 
watches  over  the 
bureau’s  new 
strategic  vision.  So 
far,  he  likes  what 
he  sees. 


Amber  Waves  of  Grain  Alcohol  &  Other  Challenges 

The  evolution  of  the  U.S.  Bureau  of  Alcohol,  Tobacco  and  Firearms 


The  history  of  the  tasks  now  in  the  ATF’s 
purview  reveals  national  personality  traits 
dating  back  to  America’s  founding:  Conflict 
between  individual  freedoms  and  a  central¬ 
ized  government,  that  universal  habit  of 
levying  taxes  to  pay  for  war  and  a 
Puritanical  tendency  to  tax  things  that  are 
fun.  And  in  spite,  or  perhaps  because,  of 
that  Puritanism,  we  see  a  lasting  national 
passion  for  alcohol,  tobacco  and  firearms. 


The  first  Congress 
imposes  a  tax  on 
ported  spirits  to 
offset  Revolutionary 
rar  debt. 


Whiskey  Rebellion 
breaks  out  in  protest 
a  1791  tax  on 
domestic  spirits. 


ON 


Congress  creates  an 
Office  of  Internal 
venue  in  the 
asury  Department 
collect  taxes  on 
stilled  spirits  and 
tcjbacco  products. 
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Internal  Revenue  hires 
three  detectives  to 
tax  laws. 


Oleomargarine  Act 
leads  to  the  establish- 
i  •  merit  of  a  Revenue 
%^>iafo«3oratory,  its  first  job 
/*“*\^P&sassay  the  purity  of 
^"^NssJmmercial  butter. 


Eighteenth 
Amendment  to  the 
Constitution  makes 
phibition  law. 


The  Prohibition  Unit  is 
formed,  consisting  of 
men”  (for  Treasury) 
o  investigate 
licjror-related  crimes. 


One  House 

In  the  pre-Magaw  ATF,  three 
organizational  directorates — 
regulatory,  law  enforcement 
and  management — were  so 
disparate  that  they  shared  no 
e-mail  system,  never  mind 
enjoying  such  niceties  as  file 
sharing  over  a  network,  a 
common  word  processing  sys¬ 
tem  or  access  to  databases  of 
information  about  weapons, 
explosives  and  criminals. 

More  than  that,  these  differ¬ 
ent  arms  of  the  ATF  com¬ 
peted  for  resources.  Deputy 
Director  Bradley  A.  Buckles 
recalls,  “Regulatory  and  crim¬ 
inal  divisions  never  worked 
together  very  well.  They  were 
two  very  strong  silos — even 
where  they  needed  to  comple¬ 
ment  each  other,  they  didn’t.” 

And  that  was  true  from  top  to 
bottom.  For  example,  while 
managers  fought  each  other 
for  funding  for  their  pet  proj¬ 
ects,  inspectors  on  the  regula¬ 
tory  side  and  agents  on  the 
law  enforcement  side  were 
most  often  physically  located 
at  separate  venues.  The  lack 
of  contact  between  them 
made  it  harder  to  share  infor¬ 
mation  or  get  a  sense  of  what 
the  other  side  was  doing.  An  inspector 
might  be  running  a  routine  inspection  of 
a  licensed  explosives  storage  facility  at 
the  same  time  an  agent  would  be  inves¬ 
tigating  that  facility  for  suspicious  cause. 
They  might  never  coordinate  their  mis¬ 
sions  but  instead  do  overlapping  and 
redundant  work. 

To  tear  down  the  silos  within  ATF, 
Magaw  launched  several  intra-agency 
units  that  crossed  former  organizational 
boundaries,  most  important  the 


on  this  board  their  responsi¬ 
bility  is  bureauwide,”  Buckles 
says.  With  a  horizontal  view 
of  ATF  operations,  this 
de  facto  board  of  directors 
decides  where  ATF  is  going  to 
put  resources,  which  helps 
sort  out  the  competition 
between  functions.  “We  try 
to  keep  the  ultimate  goal  at 
the  highest  level:  What’s 
going  to  do  the  most  for  pub¬ 
lic  safety  and  reducing  vio¬ 
lent  crime,”  Buckles  says. 
“The  ATF  has  a  lot  of  differ¬ 
ent  duties.  Take  product 
quality  assays:  Nobody  on 
this  board  can  say,  ‘Well, 
that’s  not  my  problem.  I  just 
want  to  go  catch  criminals.’” 

This  new  attitude  is  felt  at 
the  street  level  too.  James 
McNally,  a  special  agent 
assigned  as  a  public  infor¬ 
mation  officer  in  the  Boston 
field  office,  notes,  “One  thing 
really  being  stressed  now  is 
that  the  ATF  is  one  family. 
Agents  and  inspectors  work 
side  by  side  now,  and  that 
gives  us  all  a  greater  appreci¬ 
ation  of  what  the  others  are 
doing.  Also,  prior  to  this  ‘one 
house’  policy,  everyone 
trained  separately,  but  now 
some  of  the  training  is  done  jointly.” 

Another  new  stovepipe-busting  unit 
is  the  Office  of  Science  and  Technology, 
which  Schambach  runs.  Its  responsibil¬ 
ities  include  the  information  technology 
needs  across  the  organization  and  other 
sciences  as  well,  such  as  forensics,  explo¬ 
sives  research  and  post-arson  forensic 
accounting  (a  half  science,  half  art  for 
reconstructing  financial  motives  that 
may  have  sparked  suspicious  fires).  Just 
as  in  the  private  sector,  Buckles  notes, 


for  a  leased  outsourcing  contract. 


Strategic  Leadership  Team,  which 
Buckles  chairs.  Its  members  are  the 
ATF’s  eight  assistant  directors,  including 
Patrick  Schambach,  the  CIO  since  1997. 
This  group  meets  regularly  to  set  overall 
program  goals.  “These  assistant  direc¬ 
tors  may  represent  training  or  technol¬ 
ogy  or  whatever,  but  when  they’re  sitting 
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FAA  merges  with 
the  ATU. 


Twenty-first 
Amendment  repeals 


National  Firearms  Act 
is  passed,  and  the 


FDR  signs  Federal 
Alcohol  Admini- 


pohol  and  Tax  Unit 
[ATU)  is  formed. 


ation  Act  (FAA). 
F4jCA  becomes  FAA 
.deal  with  regulato- 


Shibition,  and  FDR 
ablishes  Federal 
fticohol  Control 
Administration  (FACA) 
Regulate  alcohol 
industry. 


“IT  will  change  the  organization  more 
than  any  other  factor  I  look  at.”  The 
ATF,  however,  faces  a  challenge  that 
most  private  industry  does  not.  Just 
about  everything  it  does  is  controver¬ 
sial.  As  McNally  puts  it,  “We  deal  with 
issues  that  are  hot  topics  and  get  people 
angry.”  Even  its  arson  cases  are  fraught 
with  sociopolitical  tensions,  as  it  inves¬ 
tigates  fires  at  women’s  health  clinics 
and  African-American  churches.  In 
addition,  the  bureau  is  subject  to  a 
political  climate  that  can  change  ra¬ 
pidly,  and  it  needs  to  be  able  to  navigate 
the  winds  that  emanate  from  Capitol 
Hill  and  the  White  House.  With 
Magaw’s  new  businesslike  strategic 
plans,  the  agency  has  the  perspective  to 
judge  “when  to  go  with  the  wind  and 
when  to  tack,”  says  Buckles.  “Having 
our  own  direction  means  we  can’t  be 
pushed  or  shoved,”  he  adds. 


Push  to  Change 

After  18  years  of  IT  work  at  the  Secret 
Service,  Schambach  left  to  join  the  ATF 
because,  as  he  explains,  “ATF’s  hunger 
to  do  things  a  different  way  attracted 
me.  There  was  a  reinvention — almost  a 
rebirth — underway  there,  with  new  top 
leadership  and  an  emphasis  on  things 
that  appeared  to  have  been  neglected  in 
the  past,  like  technology.”  In  February 
1997,  Schambach  handpicked  a  lieu¬ 
tenant,  Tarry  Jurcich,  to  be  the  program 
manager  for  developing  an  enter¬ 
prisewide  systems  architecture.  (He  was 
subsequently  named  director  and  chief 
of  information  services).  Jurcich  had 
also  seen  IT  action  for  24  years  in  the 
Secret  Service  and  at  the  White  House. 

Arriving  at  the  ATF  three-and-a- 
half  years  after  the  Waco  incident, 
Schambach  found  an  agency  still  demor¬ 
alized  and  in  disarray.  Before  1996,  the 
agency  had  no  CIO  to  give  a  single  man¬ 
agerial  perspective  on  IT.  It  periodically 


called  in  a  council 
of  technology  ex¬ 
perts  from  other 
agencies  for  con¬ 
sultation.  In  fact,  at  that  time  few  gov¬ 
ernment  agencies  had  the  money  or  incli¬ 
nation  to  fund  such  a  position,  but  that 
all  changed  in  1996  with  the  Clinger- 
Cohen  Act,  a  law  that  required  all  gov¬ 
ernment  agencies  to  hire  a  CIO. 

Before  Schambach  took  the  IT  reins, 
Buckles  recalls,  systems  “had  gone  in 


Organizational  change  and 
improved  IT  have  boosted  morale, 
says  Special  Agent  James  McNally. 


wild  directions.” 
Headquarters  fea¬ 
tured  an  old  main¬ 
frame  with  a  vari¬ 
ety  of  different  green-screen  terminals. 
Nationally,  there  were  no  enterprisewide 
IT  standards;  each  directorate  deployed 
its  own  choice  of  systems,  amounting  to 
a  patchwork  of  technologies  ranging 
from  the  merely  obsolete  to  the 
nearly  antique.  “Everything  that  was 
out  there,  we  owned  it,”  Buckles  says. 


http://enterprise.cio.com 


CIO  ENTERPRISE  •  SECTION  2  /  NOVEMBER  1  5,  1  999  37 


REINVENTION 


Enforcement  of 

Major  Bureau  of 

firearms  law  moves 

Internal  Revenue  re- 

^^to^he  ATU. 

4  organization,  making 

V  "it lie  IRS.  ATU 

O 

YOnamed  Alcohol  and 

acco  Tkx  (ATT) 


am 


Gun  Control  Act  gives 
the  ATT  Division  labo¬ 
ratory  responsibility 
iotf  explosives,  and 
s  it  becomes  the 
cohol,  Tobacco  and 
;earms  Division. 


ATF  gains  bureau  sta¬ 
tus,  taking  from  IRS  all 
ctions,  powers  and 
;ies  pertaining  to 
cohol,  tobacco, 
firearms  and  explo- 


Larry  jurcich,  chief  of  information 
services,  helped  standardize  and 
contract  ATF’s  IT. 


Upon  his  arrival,  Schambach  inher¬ 
ited  the  ATF’s  IT  infrastructure — prim¬ 
itive,  ruinously  fragmented  and  subject 
to  government  budgeting  strictures 
that  made  those  problems  nearly 
impossible  to  fix.  The  dream  of  an  IT- 
efficient  law  enforcement  agency 
seemed  far  off.  (For  more  on  law 
enforcement  IT,  see  “L.A.  Law,”  CIO 
Section  1,  Nov.  1,  1999.)  But  like  all 
ATF  functions,  IT  had  the  mandate 
from  Director  Magaw  to  behave  less 
like  a  bureaucracy  and  more  like  a 
business  whose  goals  were  to  offer 
support  in  protecting  the  public  and 
collecting  tax  revenues.  In  the  face  of 
government  rules  and  constraints,  the 
IT  leadership  had  to  develop  a  tactic  to 
achieve  those  ends.  Schambach  and 
Jurcich  arrived  at  one  that  would  be  a 
first  among  federal  agencies:  a  com¬ 
pletely  outsourced  and  leased  seat- 
management  program. 


The  Lease  They 
Could  Do 

Schambach’s  aim  was  to 
outsource  every  IT  pur¬ 
chase  in  every  office:  hard¬ 
ware,  shrink-wrapped 
software,  servers,  printers, 
Ethernet  switches  for  the 
local  area  network,  cab¬ 
ling,  installation  and  sup¬ 
port.  That  would  include 
the  maintenance,  installa¬ 
tion  and  training  for  sys¬ 
tems  as  well.  It  took 
Schambach  six  months  to 
convince  the  executive 
staff  that  his  plan  was 
viable.  “It  was  hard 
because  it  was  brand  new 
[for  a  federal  government 
organization],”  he  says. 
“There  was  no  one  else  we  could  point 
to  who  had  done  it.  And  law  enforce¬ 
ment  organizations  do  not  typically  want 
to  be  on  the  bleeding  edge.” 

Schambach  saw  the  advantages  of  an 
IT  leasing  program  arising  from  man¬ 
dated  budgeting  processes,  the  typical 
snail’s  pace  of  federal  bureaucracies  and 
the  short  life  spans  of  technology  prod¬ 
ucts.  Government  expenditures  for  cap¬ 
ital  investments  must  be  spread  out  over 
three  years.  Since  most  mission  critical 
IT  projects  are  capital  investments,  and 
since  you  only  get  what  you  pay  for,  an 
agency  IT  shop  would  have  to  budget 
and  roll  out  new  equipment  or  systems 
in  three  annual  stages.  It  would  thus 
take  at  least  three  years  to  get  everyone 
using  the  same  stuff.  Outsourcing  helps 
make  an  IT  investment  more  like  an 
operating  expense  than  like  a  capital 
investment.  Schambach  says,  “The  key 
piece  of  this  outsourcing  is  that  it’s  on  a 
lease  basis.  That  way  we  have  some 
built-in  technology  refresh  capability — 
so  we  can  add  to  it  or  replace  it  at  any 


give  time.  If  we  purchased  all  of  that,  it 
would  be  a  capital  expense.”  Although 
leasing  does  not  entail  the  same  budget 
restrictions  because  it  is  not  a  capital 
expense  line-item,  the  question  re¬ 
mained:  Could  the  ATF  afford  it? 

Schambach  sent  RFCs  (request  for 
comments)  to  eight  vendors  to  find  out 
whether  they  had  cost  and  sales  struc¬ 
tures  that  would  allow  his  outsourcing 


ATF 

g\  I  I 

Standard 

Issue 

After  many  vendor  dog-and-pony 
shows,  after  user  meetings  at  180  geo¬ 
graphically  dispersed  sites  and  after  the 
pilot  rollouts,  the  4,000  desktops  and 
laptops  at  the  Bureau  of  Alcohol, 
Tobacco  and  Firearms  were  finally  made 
to  match.  (Of  its  223  locations,  188  are 
on  a  private  network  and  35  use  dial-up 
connections.) 

The  standards  today  are 

■  Microsoft  Exchange  server  with 
Outlook  as  the  client 

■  Windows  95 

■  Office  97  professional 

■  Oracle  database  engine  with 
applications  running  on  Windows  NT 

■  Norton’s  For  Your  Eyes  Only  for 
security 

■  Cylink’s  Secure  Traveler  for  Windows, 
a  security  program  that  allows  128-bit 
encryption  on  laptop  browsers 

-P.  Glasser 
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WHILE  EVERY  OTHER 
ICT  SERVICE  COMPANY 
WAS  OUT  THERE 
LOOKING  FOR  A  NEW 

OPPORTUNITY 

WE’VE  CREATED  fPNE... 


GetrvnicsWang 

In  today’s  quick-paced  world  of  Information  and  Communication  Technology  (ICT),  we  found  the 
best  way  to  be  ready  for  change  was  by  making  changes  ourselves.  In  July,  we  merged  the  strengths 
of  Getronics  and  Wang  Global  to  form  one  of  the  world’s  top  technology  solutions  and  services 
companies.  In  doing  so,  we’ve  become  34,000  employees  strong  across  44  countries.  How  strong? 
In  just  the  first  half  of  1999,  our  net  earnings  increased  by  57%  and  earnings  per  share  were  up  more 
than  53%.  So,  now  that  we’ve  made  our  changes,  we’re  ready  to  handle  yours,  www.getronics.com 


REINVENTION 


plan  to  work  for  a  Federal  agency,  while 
Jurcich  led  an  initiative  to  determine 
organizationwide  standards  (see  “ATF 
Standard  Issue,”  Page  38).  The  vendor 
responses  came  in,  and  Jurcich  recalls 
the  happy  moment  the  two  realized, 


“We’d  created  an  idea  and  learned  it 
was  not  only  feasible  but  affordable.” 

The  same  principle  of  simplicity  ruled 
the  winnowing  of  vendors.  Schambach 
and  Jurcich  pared  the  initial  vendor 
group  to  seven,  then  to  three  and 
finally  to  one.  “If  things  go  wrong,” 
Schambach  says,  “we  want  one  neck  to 
grab.”  The  handy  neck  in  ATF’s  grasp 
now  belongs  to  Unisys  Corp.  of  Blue 
Bell,  Pa.  Unisys  subcontracts  to  Tivoli 
Systems  Inc.,  Dell  Computer  Corp., 
Hewlett-Packard  Co.,  Micron  Tech¬ 
nology  Inc.,  Microsoft  Corp.  and  other 
companies.  Schambach  has  been  pleased 
with  Unisys’s  service,  but  he  and  Jurcich 
point  out  that  the  ATF  has  some  lever¬ 
age  over  its  service  supplier.  “Since  we 
are  leading  this  strategy  in  the  federal 
arena,”  says  Schambach,  “we  know 
Unisys  works  hard  to  please  us.  They 
want  us  to  be  a  ‘referenceable’  account.” 
(For  another  look  at  government  out¬ 
sourcing  efforts,  see  “Connecticut  Antes 
Up,”  CIO  Section  1,  April  1, 1999.) 

The  cost  for  the  three-year  contract 
is  approximately  $30  million.  A 
daunting  figure  for  a  single  out¬ 
lay,  but  at  $10  million  a  year  for 
three  years,  pretty  reasonable 
for  equipping  more  than  4,000 
employees.  Schambach  roughly 
estimates  the  cost  per  seat  per 
year  to  be  around  $3,300,  but 
the  ATF  has  recently  engaged 
GartnerGroup  Inc.  to  arrive  at 
a  more  exact  total  cost  of  ownership  for 
its  current  system,  which  will  help  guide 
future  IT  decisions. 

Once  the  new  network — end-user 
equipment  put  together  by  Unisys  to 
match  ATF  specs — was  rolled  out  in  late 


1997,  the  biggest  problem  was  user 
griping  rooted  in  unfamiliarity.  Jurcich 
counsels  anyone  who  follows  ATF’s  lead 
to  prepare  for  “techno-shock”  as  offices 
are  cabled  and  systems  are  installed,  and 
to  be  aware  “that  there  are  good  com¬ 


plaints  and  bad  complaints.”  The  for¬ 
mer  alert  you  to  systemic  problems,  and 
the  latter  are  just  the  inevitable  belly¬ 
aching  of  human  nature.  Today,  cutting- 
edge  telecommunications,  databases 
and  other  computer  technologies  assist 
all  4,200  ATF  workers  in  223  locations 
in  the  performance  of  their  jobs.  A  pri¬ 
vate,  secure  network  reaches  from 
Washington,  D.C.,  to  Agana,  Guam, 
with  tendrils  that  grow  out  to  Bogota, 
Colombia,  and  Mexico  City. 

IT  on  the  Street 

Standardized  systems  are  a  huge  bene¬ 
fit  for  the  help  desk,  says  Jurcich. 
According  to  him,  running  the  help  desk 
was  costly,  inefficient  and  complicated 
when  the  folks  on  the  phone  farm  strug¬ 
gled  to  support  a  broad  array  of  non¬ 
standard  apps  and  platforms.  Now,  he 
says,  life  with  a  single  set  of  standard  sys¬ 
tems  is  simpler  and  less  hectic. 

But  more  dramatically,  information 
technology  augments  ATF’s  law  en¬ 
forcement  mission  by  assisting  case 


management.  Now,  agents  all  have  lap¬ 
top  computers  and  can  get  online  from 
anywhere,  access  databases  about  crim¬ 
inal  activity  or  trace  a  gun’s  history. 
Special  Agent  McNally  can  attest  to  the 
improved  quality  of  life  this  has  given 


agents  on  the  street  as  well  as  the  office 
support  staff.  “Having  a  laptop  enables 
agents  to  spend  more  time  in  the  field. 
They  don’t  have  to  come  back  to  the 
computer  at  the  desk  in  the  office  in 
Boston  every  time  they  need  to  check 
records  or  send  e-mail  or  file  a 
report,  like  they  used  to.  I  worked 
in  lower  Lawrence  [Mass.]  when 
the  laptops  first  came  out  and 
having  one  saved  me  four  to  five 
hours  whenever  I  had  to  file  a 
report,  for  example.  That  time 
savings  gives  agents  more  oppor¬ 
tunity  to  be  on  the  street,  where 
the  bad  guys  are.”  And  because 
agents  can  now  check  databases  re¬ 
motely,  the  new  equipment  also  frees  the 
office  staff  from  having  to  handle 
agents’  phoned-in  requests  for  an  infor¬ 
mation  search. 

Collaboration  between  the  ATF  and 
other  law  enforcement  organizations, 
regulatory  units  and  regulated  industries 
is  also  improving  as  a  result  of  the  ATF’s 
IT  upgrade,  Schambach  observes.  “As 
far  as  integrating  with  other  organiza¬ 
tions,  we’re  not  quite  there  yet,  but  what 
we’ve  done  is  bootstrapped  the  techno¬ 
logical  competence  of  our  workforce. 
That  leads  to  idea  generation,  which 
leads  to  better  ways  to  do  jobs.  Instead 
of  management  coming  up  with  ways  to 
make  use  of  e-commerce  practices,  for 
instance,  people  from  the  program  areas 
are  devising  them  themselves.” 

What  is  true  in  the  private  sector  is 
also  true  in  the  public  sector — IT’s  great 
strength  is  the  speed  with  which  infor¬ 
mation  can  be  moved.  Via  serial  num¬ 
bers,  ATF  personnel  can  trace  a  weapon 
from  wholesaler  to  dealer  to  the  first 


retail  purchaser.  Where  four  years  ago 
the  bureau  performed  77,000  gun  traces 
per  year  and  an  individual  search  could 
take  three  weeks,  it  now  processes  as 
many  as  200,000  weapons  traces  in  a 
year,  and  does  each  in  minutes,  depend- 


“What  we’ve  done  is 
bootstrapped  the  technological 
competence  of  our  workforce.... 
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...That  leads  to  idea  generation,  which 
leads  to  better  ways  to  do  jobs.” 


-PATRICK  SCHAMBACH,  CIO,  ATF 
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REINVENTION 


ing  on  the  shape  of  the  gun  retailer’s  or 
distributor’s  record  keeping  system. 
This  is  bringing  new  insight  to  the  big¬ 
ger  picture  of  gun-related  crime.  The 
same  kind  of  data  analysis  that  helps 
retailers  understand  customer  buying 
patterns  is  now  teaching  ATF  about  the 
life  of  weapons.  “We’re  learning  pat¬ 
terns  of  gun  movement  and  learning  a 
lot  about  ‘time  to  crime’  in  the  life  of  a 
gun,”  says  Buckles. 

He  describes  a  recent  innovation  in 
weapons  identification  called  the  inte¬ 
grated  ballistics  identification  system 
(IBIS)  that  uses  forensic  ballistics  tech¬ 
nology.  When  a  shell  casing  is  found  at 
the  scene  of  a  crime,  its  identifying 
marks  are  entered  into  a  computer.  The 
human  element  will  always  be  neces¬ 
sary  to  create  the  logic  of  criminal 
investigations  and  to  confirm  weapons 


identification.  But  the  systems  that  the 
ATF  is  building  around  the  country  in 
conjunction  with  the  FBI  and  larger 
police  departments  can  scan  through 
100,000  possibilities  for  matches 
between  casings  and  weapons,  and  rule 
out  the  ones  that  aren’t  worth  the  tool- 
marks  expert’s  time.  Furthermore, 


using  the  ATF  computer  network  that 
allows  laboratories  to  exchange  infor¬ 
mation,  the  ATF  and  local  police  can 
compare  casings  found  in  Boston  with 
those  in  Philadelphia  or  D.C.  to  look 
for  connections  between  murders,  for 
example.  This  can  break  open  a  who¬ 
dunit  where  the  investigation  has 
reached  a  dead  end.  A  second  case 
involving  an  identically  marked  pro¬ 
jectile  may  yield  new  information,  like 
a  license  plate  number  that  a  witness 
noted.  Future  modifications  to  IBIS 
might  include — legislation  permit¬ 
ting — guns  being  test-fired  by  the  man¬ 
ufacturer,  which  would  digitally  record 
the  markings  on  the  projectile.  This 
would  give  all  firearms  a  searchable 
“fingerprint”  even  before  they  had 
been  used  in  a  crime.  (See  “Firing 
Line,”  below.) 


First  to  the  Mark 

The  ATF  publicized  a  broad  strategic 
plan  in  August  1997,  reflecting  Magaw’s 
push  to  make  the  organization  busi¬ 
nesslike  in  the  accomplishment  of  its 
mission.  Official  updates  have  only 
altered  the  details.  Social  concerns  and 
laws  change,  and  that  is  what  really 


drives  the  ATF’s  actions.  For  example, 
the  full  effect  of  the  Brady  Law  (passed 
in  1994)  has  come  into  play  since  1997, 
and  the  ATF  recently  finished  investi¬ 
gating  cases  in  which  more  than  2,000 
firearms  were  sold  to  people  who  had  a 
disqualifying  felony  in  their  past — 
because  the  required  background  check 
took  longer  than  the  three-day  waiting 
period.  “This  is  the  kind  of  situation 
where  new  laws  mean  new  challenges 
[that]  we’re  going  to  have  to  incorpo¬ 
rate  into  our  mission.”  The  ATF  refrain 
is:  We  don’t  make  the  laws,  we  just  have 
to  enforce  them. 

But  that’s  what  brings  them  the  ire 
of  the  populace  in  many  cases.  In  spite 
of  that,  according  to  McNally,  the  ATF 
has  gained  the  respect  of  the  wider  law 
enforcement  community.  And  it  has 
certainly  led  the  way  for  leased  out¬ 
sourcing  of  IT  in  the 
federal  government;  in 
fact,  Schambach  re¬ 
ports,  “We’re  plagued 
with  questions.”  He 
and  Jurcich  have  been 
on  speaking  tours  ex¬ 
plaining  how  the  sys¬ 
tem  has  helped  their 
organization.  Already 
the  main  Treasury 
Department  (the  ATF’s 
parent  organization) 
has  awarded  seat-man¬ 
agement  contracts,  and 
others  are  in  negotia¬ 
tions. 

Being  known  as  a 
leader  in  your  field 
is  nice,  but  the  ATF’s 
tradition- breaking 
approach  was  not 
spawned  by  the  desire 
to  be  first.  The  ATF’s 
disparate  duties  and 
far-flung  workers  make 
having  uniform  and 
high-performance  IT 
systems  indispensable 
to  its  work.  And  the  sensitive  and  very 
public  nature  of  that  work  makes  IT  sys¬ 
tems  success  a  matter  of  life  and  death  for 
the  agency.  HEI 


Perry  Glasser  is  a  former  senior  writer 
at  CIO.  Features  Editor  Sandy  Kendall 
can  be  reached  at  skendall@cio.com. 


Firing  Line 

The  ATF  applies  IT  gingerly  when  it  comes  to  gun  control 

Gun  control,  ofcourse,  is  a  touchy  political  subject.  The  right  to  bear  arms  is  guaranteed  in  the 
Bill  of  Rights  and  is  a  rallying  point  for  potent  lobbyists.  While  it  is  legal  to  trace  guns,  it  is  illegal 
for  the  Bureau  of  Alcohol,  Tobacco  and  Firearms  to  create  a  database  of  gun  owners.  So  while  the 
technology  exists  that  could  yield  the  information  that  a  certain  citizen  owns  100  pistols,  20  grenade 
launchers  and  a  dozen  semi-automatic  weapons— each  with  sufficient  firepower  to  penetrate  concrete 
blocks— no  law  enforcement  agency  can  know  that  and  subsequently  identify  the  individual  as  “high  risk” 
without  violating  that  individual’s  constitutional  rights.  There  is  no  database  that  will  yield  information 
about  gun  owners  — only  about  guns. 

As  long  as  a  manufacturer  stays  in  business,  a  gun’s  records  remain  with  the  manufacturer,  but  if  a 
manufacturer  goes  out  of  business,  those  records  go  to  the  ATF.  So  one  IT  project  now  underway  is  to 
archive  old  gun  records— on  microfiche.  Deputy  Director  Bradley  A.  Buckles  explains,  “Anything  more 
efficient  risks  political  annoyance.”  Microfiche  records  are  cleaned  of  citizen  identities  and  then  fed  to  a 
database.  That  database  has  indeed  speeded  things  up.  For  local  law  enforcement  agencies  requesting 
help  from  the  agency,  that’s  a  boon. 

-P.  Glasser 
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GOVERNMENT  IN  THE  21ST  CENTURY 
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The 

Making  of 

E-Govemment 

A  research  project  has  brought  together  governments  and  businesses 
to  study  the  future  of  government  in  the  digital  economy 

BY  CONSTANTINE  VON  HOFFMAN 

There  are  probably  few  things  more  disagreeable 
to  either  an  individual  or  a  business  than  the  prospect  of  deal¬ 
ing  with  a  government  agency.  Whether  it’s  reporting  a  change 
of  address,  renewing  your  car  registration  or  proving  you’re  in 
compliance  with  toxic  chemical  regulations,  you  can  be  pretty 
sure  it’ll  be  frustrating,  time  consuming  and  stressful.  And,  if  giving  the  gov¬ 
ernment  what  it  wants  is  difficult,  it’s  even  tougher  when  you  want  to  get 
something  from  it,  be  that  information  or  a  service.  You  know  that  what 
you  need  is  out  there;  finding  it,  however,  is  another  matter. 

Does  it  really  have  to  be  that  way?  Jane  Patterson,  senior  adviser  for  sci¬ 
ence  and  technology  to  North  Carolina  Gov. 

James  Hunt,  doesn’t  think  so.  She  envisions  a  gov¬ 
ernment  so  interconnected  that  everyone — busi¬ 
nesspeople,  private  citizens  and  people  within  gov¬ 
ernment — can  have  computerized  agents  updating 
them  on  almost  anything,  from  proposed  bills  to 
new  regulations  to  reports  on  issues  or  topics  of 
the  user’s  choice.  For  example,  say  you  have  a  vest¬ 
ed  interest  in  widgets.  You  could  receive  an  elec¬ 
tronic  notification  about  upcoming  Senate  hear¬ 
ings  on  monopoly  practices  in  widget  production. 


Header  HOI 

READ  THIS  STORY  TO  LEARN 

►  What  some  of  the  issues  are  in  connecting 
local,  state  and  national  governments 

►  Why  the  Governance  in  the  Digital  Economy 
Project  is  studying  those  issues 

►  What  impact  e-government  might  have  on 
individuals  and  businesses 
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GOVERNMENT  IN  THE  21ST  CENTURY 


You  could  also  find  out  that  one  state’s 
economic  development  agency  was  issu¬ 
ing  a  report  calling  for  tax  credits  to 
attract  widget  producers  or  that  anoth¬ 
er  state’s  education  board  was  issuing  a 
study  on  the  large  number  of  college 
graduates  with  degrees  in  widget  pro¬ 
duction.  Simply  put,  Patterson  wants  to 
make  it  easier  for  government  to  help 
people  in  their  daily  lives. 

Patterson  is  no  starry-eyed  idealist, 
though.  Before  her  current  job,  she  was 
vice  president  of  ITT’s  Network  Systems 
Group  and  was  on  President  Clinton’s 
national  information  infrastructure  advi¬ 
sory  panel.  Although  there  is  nothing 
like  what  she  envisions  currently  in  oper¬ 
ation,  Patterson  believes  that  as  more 
government  agencies  go  online  and 
become  interconnected,  systems  like 
those  she  envisions  will  come  to  pass. 

The  fact  is  no  one  knows  exactly  how 
the  advent  of  the  Information 
Age  and  the  digital  economy 
will  change  the  way  govern¬ 
ments  operate.  But  those 
changes  are  underway,  and 
they  are  profound.  In  an 
attempt  to  track  and  shape 
those  changes,  Patterson  has 
joined  with  representatives 
from  eight  global  corpora¬ 
tions,  including  Electronic 
Data  Systems  Corp.  (EDS), 
Hewlett-Packard  Co.  and 
IBM  Corp.,  and  20  govern-  -greg 
ments,  including  the  United 
States,  Canada  and  the 
Netherlands  on  the  federal  level,  as  well 
as  a  number  of  states,  provinces  and 
municipalities,  in  the  Governance  in  the 
Digital  Economy  Project.  The  project  is 
the  brainchild  of  the  Alliance  for 
Converging  Technology  (ACT),  the 
Ontario-based  think  tank  headed  by 
Don  Tapscott,  author  of  The  Digital 
Economy  and  Growing  Up  Digital. 
Each  corporation  has  ponied  up 
$250,000  to  participate  and,  depending 
on  their  size,  the  governments  are  pay¬ 
ing  between  $50,000  and  $100,000. 

Why  exactly  are  they  coughing  up  all 
this  cash?  According  to  the  project’s  lit¬ 
erature,  “Governments  require  [this  new 
model]  so  that  they  can  perform  effec¬ 
tively  in  a  networked,  global  econ¬ 
omy.  Businesses  need  this  model  so  that 
they  can  define  and  win  emerging 


public-sector  markets  for  digital-era 
products  and  services.” 

Gregg  Wright,  vice  president  of  strat¬ 
egy  for  EDS’s  Government  Industry 
Group,  says  it  simply  makes  good  busi¬ 
ness  sense  for  the  Plano,  Texas-based 
multinational  computer  services  com¬ 
pany  to  be  as  involved  and  informed  as 
possible  about  this  transformation. 
“Last  year  about  14  percent  of  our  rev¬ 
enues  came  from  government  clients 
around  the  world,”  says  Wright.  “We 
saw  this  as  a  way  to  better  understand 
what  impact  the  digital  economy  might 
have  on  government,  and  that’s  going  to 
let  us  better  target  our  services.” 

In  other  words,  EDS  and  the  other 
corporate  participants  want  to  know 
where  government  is  going  and  want 
government  leaders — the  folks  who  sign 
the  consulting  contracts — to  be  aware 
that  they  know  how  to  help  government 


G  WRIGHT,  VICE  PRESIDENT  OF  STRATE 
EDS’S  GOVERNMENT  INDUSTRY  GROUP 


get  there.  (Like  other  venues  where  the 
private  and  public  sector  collide,  the 
project  will  provide  a  place  where  busi¬ 
nesspeople  can  lobby  government  offi¬ 
cials — leading  some  to  worry  about 
issues  of  unfair  access.  David  Agnew,  the 
project’s  executive  director,  pooh-poohs 
this  risk,  saying  the  participants  “are  all 
grown-ups.”) 

On  a  more  tangible  level,  participants 
will  get  first  access  to  the  project’s 
research,  including  a  strategy  for  adapt¬ 
ing  business  technology  to  government; 
strategies  for  assessing  emerging  politi¬ 
cal  and  economic  risks  based  on  ACT 
research  into  business  and  government 
in  the  digital  age;  case  studies;  and  a  pri¬ 
vate  workshop  on  implementing  the 
project’s  recommendations.  There  will 


also  be  a  number  of  reports,  online  sem¬ 
inars  and  a  World  Congress  on  Govern¬ 
ance  next  year. 

THE  BENEFITS  FOR  BUSINESS 

The  project  is  focusing  on  two  things: 
the  transformation  of  the  business  of 
government  and  the  transformation  of 
governance  itself,  both  of  which  have 
major  implications  for  business. 
Transforming  the  business  of  govern¬ 
ment  means  improving  the  delivery  of 
services  to  citizens  and  viewing  them  as 
customers  and  not,  well,  supplicants. 
For  individuals,  this  could  mean — at  the 
very  least — far  less  time  spent  standing 
in  lines.  Janet  Caldow,  director  of  IBM’s 
Institute  for  Electronic  Government  in 
Washington,  D.C.,  says,  “We’re  now 
seeing  jurisdictions — states  and  cities 
and  so  forth — that  are  looking  to  put 
hundreds  and,  in  some  cases,  thousands 
of  services  online.  [Those 
might  be]  paying  a  parking 
fine,  renewing  a  real  estate 
license  or  getting  a  fishing 
permit — many  of  the  things 
that  used  to  have  to  be  done 
between  9  a.m.  and  5  p.m., 
over  the  counter  with  another 
person.” 

In  addition  to  time  savings 
for  citizens,  online  transac¬ 
tions  will  also  mean  dramatic 
monetary  savings  for  govern¬ 
ments.  Caldow  points  to  a 
state  of  Arizona  study  that 
found  that  online  license 
renewals  cost  about  $2  per  transaction 
compared  with  $7  for  over-the-counter 
ones.  Given  that  Arizona  renews  about 
800,000  licenses  each  year,  the  savings 
from  that  service  alone  become  impres¬ 
sive  quickly.  That  is  important  to  both 
individuals  and  businesses,  as  more 
money  in  government  coffers  often 
translates  into  either  lower  taxes  or  more 
services. 

While  the  indirect  benefits  that  this 
kind  of  efficiency  provides  to  businesses 
shouldn’t  be  overlooked — for  example, 
today  when  employees  have  to  deal  with 
a  government  agency  they  must  usually 
lose  work  hours  to  do  so — Caldow  and 
many  other  participants  in  the  project 
believe  the  change  to  e-government  pre¬ 
sents  two  big  opportunities  for  busi¬ 
nesses.  First  as  a  provider:  Because  busi- 


“The  intriguing  part  of 

the  project  is  what  does 

it  mean  to  be  an  e-state, 

an  e-government  or  an 
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The  Critical  Issue  of  Access 


Unequal  access  to  education  and  the  Internet  is  an  obstacle 

on  the  road  to  e-government 


TO  SAVE  MONEY,  YOU  FREQUENTLY 

have  to  spend  money.  However,  gov¬ 
ernment  will  have  a  tough  time 
convincing  its  constituents  to  approve 
expenditures  for  creating  a  fully  digi¬ 
tal  government  if  this  change  benefits 
only  some  of  its  citizens.  David 
Agnew,  executive  director  of  the 
Governance  in  the  Digital  Economy 
Project,  says,  “If  [putting  government 
online]  is  just  a  way  of  reinforcing 
access  for  people  who  proba¬ 
bly  already  have  more 
opportunity  to  access  gov¬ 
ernment  and  decision 
makers,  then  it  really  hasn’t 
been  much  of  an  advance  at  all.” 

According  to  the  U.S.  Commerce  Department,  the  nation 
already  faces  a  large  digital  divide: 

■  Whites  are  twice  as  likely  to  own  a  computer  (40.8  percent)  than 
African-American  (19.3  percent)  or  Hispanic  (19.4  percent) 
households. 

■  Whites  are  more  likely  to  have  access  to  the  Internet  from  home 
than  African-American  or  Hispanics  have  from  any  location. 

■  Individuals  with  a  college  education  are  10  times  as  likely  to 
own  a  PC  (63.2  percent)  than  those  without  any  high  school 
education  (6.8  percent). 

Everyone  involved  in  the  project  believes  access  is  a  make-or- 
break  topic  for  e-government.  Jane  Patterson,  senior  adviser  for 
science  and  technology  to  North  Carolina  Gov.  James  Hunt,  says 
that  the  only  way  to  increase  access  is  for  government  to  get  out 
of  the  private  sector’s  way.  Pointing  to  the  number  of  places  that 


have  either  only  one  local  phone  service  provider 
or  one  cable  TV  company,  she  says  FCC 
regulations  are  making  it  harder 
for  telcos  to  compete  for  cus¬ 
tomers.  “The  FCC  has  to  cut  to 
the  chase  and  just  say  everybody 
has  the  right  to  go  after  whatever 
market  they  want  to,”  says 
Patterson.  “Only  at  that  point  are 
we  going  to  know  who  doesn’t 
have  access,  because  we’ll 
know  then  which  companies 
are  going  to  goto  which  mar¬ 
kets.”  Then  government  can 
step  in  and  figure  out  how  to 
get  access  to  people  not  being 
served  by  the  marketplace,  like  very 
poor  or  rural  communities,  she  adds. 

But  while  getting  more  people  on  the  Net  is  important,  Net 
guru  Esther  Dyson  points  out  that  work  needs  to  be  done  long 
before  that  happens.  “The  big  problem  usually  is  not  access  to 
computers,”  says  Dyson,  chairman  of  EDventure  Holdings  Inc.  and 
author  of  Release  2.0:  A  Design  for  Living  in  the  Digital  Age.  “The 
big  problem  is  education,  access  to  education,  the  ability  to  read 
and  write.  You  can  put  computers  in  community  centers,  but  only 
the  literate  people  are  likely  to  go  use  them.  So  it  turns  out  not  to 
be  a  computer  problem  but  an  education  problem.” 

Patterson  couldn’t  agree  more  and  that’s  why  everyone  who 
graduates  from  a  North  Carolina  school  this  year  will  have  to  pass 
a  test  on  the  use  of  information  technology.  “They  can’t  use  it 
unless  they  know  how  to  use  it,”  she  says. 

-C.  von  Hoffman 


nesses  have  already  moved  so  many  ser¬ 
vices  and  transactions  onto  the  Web, 
they  have  the  expertise  and  products 
that  government  needs  to  move  online. 
Secondly,  and  in  the  long  term  more 
important,  businesses — like  citizens — 
will  benefit  as  consumers  of  government 
services. 

“Among  the  things  that  I  think  are 
coming  are  [being  able  to]  deal  with  mul¬ 
tiple  levels  of  government  seamlessly,” 
says  Agnew.  “We  know  that  for  the  most 
part  people  are  not  interested  in  jurisdic¬ 


tional  fights  between  governments  as  to 
whose  turf  something  is  in,  they  just 
want  to  solve  their  own  problems.  [For 
example,]  I  live  on  a  federal  waterway, 
and  I  want  to  build  a  dock.  All  of  a  sud¬ 
den  I  discover  that  I’ve  got  to  deal  with 
three  agencies  and  four  different  levels  of 
government  and  all  I  wanted  to  do  was 
get  a  permit.”  And  what  is  merely  an  irri¬ 
tant  to  an  individual  can  amount  to  a 
major  roadblock  to  companies  whose 
dealings  require  them  to  interact  with  dif¬ 
ferent  agencies  and  jurisdictions. 


There  are  already  projects  underway 
to  address  the  problem  of  multiple  lay¬ 
ers  of  government.  EDS’s  Wright  points 
to  iForm,  a  Web-based  software  appli¬ 
cation  that  his  company  put  together  for 
the  British  government.  “In  the  United 
Kingdom,  sole  proprietor  businesses 
have  to  register  with  three  different  min¬ 
istries.  Formerly  they  had  to  fill  out  three 
sets  of  forms  that  had  probably  about  an 
80  percent  or  90  percent  data  overlap. 
We  developed  a  Web-based  front  end 
that  [allows]  these  applicants  to  com- 
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plete  the  form  on  the  Web  and  send  it  to 
[one  place],  and  it  back  ends  it  to  three 
different  databases  in  these  three  differ¬ 
ent  ministries.”  Wright  says  the  com¬ 
pany  plans  to  market  iForm  in  the 
United  States  as  well. 

CITIZENS  AND  E-GOVERNMENT 

While  the  transformation  of  how  gov¬ 
ernment  operates  promises  the  most 
direct  benefits  for  business,  it  is  the  trans¬ 
formation  of  governance — reexamining 
what  a  global,  networked  economy  will 
mean  to  how  democratic  institutions 
work,  to  the  relationship  between  the 
citizen  and  the  state,  and  to  the  future  of 
the  nation-state  itself — that  seems  to 
hold  the  most  interest  for  both  public- 
and  private-sector  partici¬ 
pants  in  the  project. 

“The  intriguing  part  of  the 
[research  being  done  by  the 
project  is]  what  does  it  mean 
to  be  an  e-state,  an  e-govern¬ 
ment  or  an  e-citizen?”  asks 
Wright. 

The  reason  that  Wright 
and  other  participants  think 
e-citizens  (the  better  edu¬ 
cated,  more  affluent  people 
who  now  regularly  use  the 
Web)  are  so  important  is 
because  they  are  the  ones 
who  will  force  governments  to  change. 
“E-citizens  are  e-consumers  who  are 
going  online  and  ordering  their  com¬ 
puters  and  their  books  and  getting  them 
within  a  couple  of  days,”  says  Agnew. 
“And  they  are  expecting  the  same  kind 
of  fulfillment  from  their  legislators  and 
their  government  officials.  That’s  a  real 
challenge  to  government.  It’s  not  just 
good  enough  to  put  in  the  systems,  you 
have  to  figure  out  a  way  to  respond  to 
people  in  a  timely  fashion.” 

Patterson  points  to  the  Web  site  of 
Cary,  N.C.  ( www.ci.cary.nc.us ),  as  an 
example  of  how  one  government  insti¬ 
tution  is  addressing  these  concerns.  Cary, 
a  town  of  88,500,  has  put  the  schedules 
and  agendas  of  every  town  committee 
online.  In  addition,  the  minutes  of  all 
meetings  go  online  at  the  same  time  they 
are  given  to  committee  members.  While 
this  may  not  sound  like  much,  consider 
how  much  easier  it  is  for  businesses  to 
see  if  any  issues  affecting  them  are  being 
dealt  with  by  the  town.  With  just  a  cou¬ 


ple  of  clicks,  anyone  can  see  what  issues 
the  growth  management  committee,  the 
town  council  or  the  planning  and  devel¬ 
opment  committee  will  deal  with  and 
what  decisions  they  have  already  made. 

Clearly  this  is  a  far  cry  from  Patterson’s 
vision  of  a  totally  interconnected  gov¬ 
ernment.  Even  she  doesn’t  think  you 
should  hold  your  breath  waiting  for  that 
to  happen,  in  part  because  many  gov¬ 
ernments  are  too  focused  on  putting  out 
Y2K  fires.  But  everyone  involved  in  the 
project  believes  that  e-government  will 
eventually  come  to  pass  and  that  it  will 
result  in  not  just  a  more  efficient,  less 
expensive  administration  but  also  a  pro¬ 
foundly  different  relationship  between 
citizens  and  their  government. 


There  is  an  old  saying  to  the  effect  that 
people  with  weak  stomachs  shouldn’t 
watch  either  sausages  or  legislation  being 
made.  Agnew,  who  was  secretary  of  cab¬ 
inet  for  the  government  of  Ontario 
before  joining  the  project,  thinks  a  truly 
digital  government  will  change  at  least 
the  legislation  part  of  that  by  giving  peo¬ 
ple  input  to  government  in  a  way  no  one, 
not  even  today’s  much-derided  special 
interest  groups,  has  had  before.  He  hopes 
that  as  government  processes  become 
more  transparent  to  the  average  citizen, 
they  will  also  become  more  palatable, 
with  fewer  quid  pro  quo  deals. 

“Right  now  most  citizens  see  policy 
decisions  and  how  legislation  gets  made 
and  so  on  as  something  of  a  black  box 
that  exists  in  government,”  Agnew  says. 
“Governments  are  accustomed  to  hold¬ 
ing  all  the  cards  in  lots  of  ways,  certainly 
the  trump  card,  that  is,  ‘We’ll  have  all 
these  conversations  [with  you],  but  we’ll 
go  away  and  make  the  decision  and  tell 
you  what  it  was.’”  He  thinks  that  in  an 


e-government,  citizens  will  be  able  to 
argue  for  their  own  causes,  not  just  the 
well-heeled  lobbying  groups. 

He  adds  that  the  stateless  Internet  will 
radically  change  the  governments  under 
which  people  live.  “To  keep  this  in  per¬ 
spective,  the  nation-state  is  a  relatively 
recent  development,”  says  Agnew.  “So 
this  is  not  all  that  stunning  a  develop¬ 
ment.  As  people  communicate  differ¬ 
ently,  they’re  looking  at  different  forms 
of  governance  from  this  relatively  mod¬ 
ern  thing  that  was  developed  in  Europe 
a  couple  of  centuries  ago.  We  are  start¬ 
ing  the  next  evolution  and  where  it  ends, 
I  don’t  think  anyone  should  be  so  bold 
as  to  predict.” 

For  all  this  gushing  over  what  digital 
government  can  or  will  do,  the 
process  is  still  in  its  infancy. 
Few  governments  or  agencies 
have  anything  even  as  ele¬ 
mental  as  EDS’s  iForm,  link¬ 
ing  three  databases  together. 
And  that  may  be  all  to  the 
good.  Even  before  you  get  to 
the  folks  who  think  govern¬ 
ment  is  just  one  giant  con¬ 
spiracy,  there  are  many  peo¬ 
ple  with  deep  concerns  about 
hyperefficient  governments. 
Given  the  dangerous  excesses 
that  nondigital  governments 
have  been  capable  of,  it  is  indeed  sober¬ 
ing  to  think  about  what  tomorrow’s 
e-government  might  do  with  unfettered 
access  to  the  digital  information  of  its  cit¬ 
izenry.  But  that  is  not  the  only  risk.  There 
are  also  concerns  about  individuals  and 
businesses  having  too  much  input  in  the 
day-to-day  business  of  government,  cre¬ 
ating  a  hyperresponsive  government. 
Will  it  move  us  toward  a  direct  democ¬ 
racy,  where  people  vote  on  whatever  hot- 
button  issue  they  see  on  the  evening 
news?  IBM’s  Caldow  says  that  that  issue 
is  being  discussed,  though  she’s  not 
overly  concerned.  “If  this  were  a  direct 
democracy,  we  never  would  have  had 
civil  rights.  To  open  government  up  to 
more  input  doesn’t  mean  it’s  going  to 
move  to  a  direct  democracy.”  BZ3 

Constantine  von  Hoffman  is  a  Boston- 
based  freelance  writer  who  writes  regu¬ 
larly  on  business  and  technology  issues. 
He  can  be  reached  via  e-mail  at  cvh@ 
areporter.com. 
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No  problem. 

Your  users  can  get  their  own  answers  in  seconds  with  Cognos. 


The  Cognos  Enterprise  Business  Intelligence 
solution  gives  you  the  infrastructure  for  delivering 
status  and  business  performance  reports  to  every  user 
across  the  enterprise.  But  then  Cognos  goes  much 
further.  In  seconds,  users  can  find  the 
information  they  need  to  understand  a  trend 
or  exception,  identify  the  cause  of  a 
problem,  or  maximize  an  opportunity. 
Whether  it’s  transaction-level  detail 


or 


investigating  patterns  and  trends  in  summarized 
information,  Cognos  delivers  everything  users  need 
to  understand  the  business — plus  everything  you 
need  for  fast  deployment,  central  administration, 
and  rapid  return  on  investment.For  a  free  30- 
day  trial  of  the  industry's  leading  solution  in 
I  business  performance  reporting,  visit  our 
Web  site  at  www.cognos.com/entolap  or  call 

1-800-426-4667,  ext.  2099. 


Better  Decisions  Every  Daym 

Cognos,  the  Cognos  logo,  and  Better  Decisions  Every  Day  are  trademarks  of  Cognos  Inc. 

—  www.cognos.com/entolap  — 


COVER  STORY:  HUMAN  CAPITAL 


It’s  not  easy  to  track  the  value  of  human 

capital.  But  the  very  act  of  trying  can 
yield  measurable  benefits. 


Say  you’re  the  most  successful  coach  in  the  NBA,  and  there’s  one  spot  left  on  your 
team’s  roster  for  a  power  forward.  Millions  of  dollars  and 


the  ability  of  your  franchise  to  repeat  last  season’s  NBA  champi¬ 
onship  rest  on  whether  you  sign  Karl  Malone  or  Dennis  Rodman. 
This  may  seem  like  a  no-brainer,  but  since  you’re  look¬ 
ing  for  a  player  with  particular  skill  sets  (and  you  don’t  want  this 
daydream  to  end  with  you  getting  canned),  you  carefully  study 
the  numbers  — field-goal  percentages,  blocked  shots,  rebounds 
and  the  like. 


In  some  ways,  the  two  players’  stats  are  remarkably  similar, 
but  you  know  the  statistics  don’t  tell  the  whole  story.  Malone, 
after  all,  is  nicknamed  “The  Mailman”  because  he  consistently 
delivers.  And  Rodman  has  a  history  of  distractions  in  his 
personal  life  and  has  been  known  to  show  up  late  for  practice, 


minus  socks  and  sneakers.  You  want  a  player  who  is  not  only 


technically  skilled  but  also  committed,  loyal,  hard-working  and 


dependable.  You  pick  Malone.  You  go  on 
to  win  the  championship.  YOU  retire 

in  glory. 

It  doesn’t  take  years  of  experience  as 
an  NBA  coach  to  grasp  the  importance  of 
factoring  the  two  players’  intangible 
qualities  into  your  decision;  teams  and 
companies  have  always  taken  attitude 
into  account  when  evaluating  their  play¬ 
ers  and  employees.  Today,  though,  organ¬ 
izations  are  beginning  to  give  squishy 
qualities  — like  loyalty,  ability  to  relate 


Reader  ROI 

IN  THIS  STORY,  READERS 

will  learn 

►  How  companies  benefit  by 
definingand  trackingtheir 
human  capital 

►  How  human-capital  pioneers 
like  Skandia  are  measuringthe 
value  of  their  employees’ 
knowledge,  attitudes  and  rela¬ 
tionship  abilities 

►  Why  even  fuzzy  measurements 
of  human  capital  can  improve 
bottom-line  performance 
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Lingo 

Human  capital  is  one  element  of  the  broader  umbrella  of  intellectual  capital.  Here’s  a  brief 

glossary  of  several  kinds  of  capital,  as  defined  by  Skandia  Insurance  Co.  Ltd. 

intellectual  capital  (ic)  The  sum  of  structural  capital  and  human  capital,  indicating 
future  earnings  capability  from  a  human  perspective.  The  capabilities  to  continuously 
create  and  deliver  superior  value. 

human  capital  The  accumulated  value  of  investments  in  employee  training, 
competence  and  future.  Might  also  be  described  as  the  employees’  competence, 
relationship  ability  and  values. 

structural  capital  The  value  of  what  is  left  when  the  employees— the  human  capital- 
have  gone  home.  Examples  include  databases,  customer  lists,  manuals,  trademarks  and 
organizational  structures. 

organizational  capital  Systematized  and  packaged  competence,  plus  systems  for 
leveraging  the  company’s  innovative  strength  and  value-creating  organizational  capa¬ 
bility.  Consists  of  process  capital,  culture  and  innovation  capital. 

innovation  capital  Renewal  strength  of  a  company,  expressed  as  intellectual  property, 
that  is,  protected  commercial  rights,  and  other  intangible  assets  and  values,  such  as 
knowledge  recipes  and  business  secrets. 

process  capital  The  combined  value  of  value-creating  and  non-value-creating  processes. 

SOURCE:  HUMAN  CAPITAL  IN  TRANSFORMATION:  INTELLECTUAL  CAPITAL  PROTOTYPE  REPORT,  SKANDIA  1998 


to  customers  and  willingness  to  take 
risks — more  credence  and  are  looking  for 
ways  to  formally  measure  them.  And  by 
recognizing  the  hard-dollar  potential  of 
such  soft  attributes,  companies  are  turn¬ 
ing  them  into  something  more  concrete: 
human  capital. 

As  the  term  human  capital  makes  its 
way  into  the  corporate  lexicon,  many 
companies  are  bandying  it  about  freely 
while  making  no  attempt  to  measure  or 
manage  the  asset  to  which  it  refers.  It’s 
hard,  after  all,  to  make  the  connection 
between  what’s  rattling  around  in 
employees’  brains  and  the  company’s 
financial  results.  Many  misunderstand 
the  whole  concept  of  human  capital  and 
see  it  as  an  effort  by  companies  to  create 
artificial  worth  by  attaching  a  dollar 
value  to  employees’  knowledge  and 
skills.  But  a  few  progressive  organiza¬ 
tions,  most  notably  Skandia  Insurance 
Co.  Ltd.  of  Stockholm,  Sweden,  have 
embraced  the  idea  of  human  capital 
wholeheartedly  and  have  made  con¬ 
certed  efforts  to  track  its  value  and  man¬ 
age  it,  achieving  impressive  bottom-line 
results  in  the  process. 

The  concepts  of  human  capital  and  intellectual  capital  are 
closely  related — and  easily  confused  (see  “Capital  Lingo,” 
above).  Intellectual  capital  is  the  broader  of  the  two,  encom¬ 
passing  the  accumulated  knowledge  that  an  organization  pos¬ 
sesses  in  its  people,  methodologies,  patents,  designs  and  rela¬ 
tionships.  Human  capital  is  a  subset  of  that  concept.  “Human 
capital  is  all  about  people,  their  intellect,  knowledge  and  expe¬ 
rience,”  says  James  Hatch,  global  director  for  people  strategy 
and  HR  management  for  Arthur  Andersen’s  human  capital 
services  practice  in  New  York  City.  Hatch  says  that  human 
capital  also  goes  well  beyond  just  knowledge  and  skills  to 
encompass  other  qualities  such  as  loyalty,  motivation  and 
teamwork. 

Paying  attention  to  human  capital  is  becoming  increasingly 
important  because  in  the  current  job  market,  employees  have 
a  lot  of  discretion  in  choosing  an  employer.  “The  top  reason 
for  employees  to  leave  is  that  they  didn’t  feel  they  were  chal¬ 
lenged  or  fully  developed,”  says  Nick  Bontis,  director  of  the 
Institute  for  Intellectual  Capital  Research  Inc.  in  Hamilton, 
Ontario.  Human-capital  management  helps  to  tap  into  the 
experience  and  knowledge  of  employees  to  help  them  realize 
their  full  potential. 

How  does  it  work?  Proponents  of  human-capital  manage¬ 
ment  believe  that  by  measuring  the  broad  impact  that  employ¬ 
ees  have  on  the  financial  value  of  an  organization,  companies 
can  hire,  manage,  assess  and  develop  employees  in  a  way  that 
converts  human  attributes  into  hard  financial  figures.  Although 
this  involves  finding  ways  to  value  qualities  that  heretofore 
have  been  considered  intangible,  champions  of  the  process 
point  out  that  the  business  market  already  does  that.  The  high¬ 


flying  stock  price  of  Yahoo  Inc.,  for  example,  reflects  not  only 
the  book  value  of  the  company  but  also  the  potential  that  lies 
in  employees’  knowledge,  skills  and  ability  to  innovate. 

Nonetheless,  many  executives  have  been  discouraged  from 
investing  in  human-capital  enhancement  programs  (such  as, 
for  example,  an  organizational  learning  initiative)  because  of 
the  perceived  difficulty  of  determining  the  return  on  invest¬ 
ment.  Hatch  lays  the  blame  for  this  squarely  at  the  feet  of 
human  resources  executives,  arguing  that  they  need  to  add 
more  rigor  to  what  they  do.  “HR  professionals  say  you  can’t 
measure  [human  capital],”  scoffs  Hatch.  “But  you  can  mea¬ 
sure  anything  you  want  to  measure.  If  something  can’t  be  mea¬ 
sured,  you  shouldn’t  be  trying  to  manage  it.” 

Naturally,  skeptics  of  human-capital  management  abound. 
Frederick  Reichheld,  a  fellow  with  Boston-based  consultancy 
Bain  &  Co.,  maintains  that  instead  of  focusing  on  trendy  lingo 
like  human  capital,  companies  should  follow  some  of  the 
many  established  common-sense  approaches  to  employee 
development.  Looking  at  the  retention  rate  of  top  performers 
and  striking  real  partnership  arrangements  with  them  will 
enable  a  company  to  hold  onto  its  best  employees  and  develop 
their  skills  just  as  effectively,  argues  Reichheld.  The  problem 
he  sees  is  that  many  companies  are,  as  he  puts  it,  “just  danc¬ 
ing  around  the  ether  but  not  doing  the  obvious.”  Additionally, 
many  executives  and  analysts  contend  that  human  capital 
defies  measurement,  and  that  companies  are  actually  devalu¬ 
ing  the  worth  of  employees  when  they  try  to  measure  them  as 
they  would  a  financial  asset. 

As  with  many  debates,  the  truth  about  human  capital  lies 
somewhere  in  between.  “The  measurements  tend  to  be  fluffy, 
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do  it.  “It’s  all  about  getting  the  right  information  to  the  right  person  at  the  right 
time.  That’s  our  key  competitive  advantage.  That’s  what  we  gained  by  working 
with  DataChannel.” 


“When  clients  from  around 
the  globe  can  access  a 
personalized,  secure, 
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Leif  Edvinsson  pioneered 
the  measurement  of 
human  capital  at  Skandia. 


but  it’s  the  process  of  measurement  that  is  important,” 
observes  Tom  Davenport,  a  principal  with  New  York  City- 
based  Towers  Perrin  and  author  of  Human  Capital:  What  It 
Is  and  Why  People  Invest  It  (Jossey-Bass,  1999).  Indeed,  even 
Bontis  says  that  precise  quantification  is  not  possible — or  even 
desirable.  “Any  individual  who  tries  to  attach  a  dollar  value 
to  any  intellectual  asset  is  pulling  your  chain,”  he  says.  But 
organizations  are  becoming  aware  of  the  strong  link  between 
human  capital  and  corporate  financial  results — a  link  that  tra¬ 
ditional  accounting  practices  fail  to  recognize. 

Companies  studying  that  link  may  or  may  not  arrive  at  a 
specific  number  or  figure  to  express  the  value  of  their  human 
capital.  But  by  attempting  to  quantify  it,  they  can  get  a  sense 
of  how  much  individual  employees  can  contribute  to  the 
organization,  how  committed  they  are  to  their  jobs,  how  they 
feel  about  the  company  and  how  likely  they  are  to  leave.  What 
companies  learn  about  their  organizations  in  the  process  of 
evaluating  their  human  capital  often  provides  useful  insights 
and  actionable  information.  Here’s  what  four  organizations 
have  achieved  by  attempting  to  measure  their  human  capital. 

HUMAN  CAPITAL  PIONEER 

Blazing  the  trail  in  the  field  of  intellectual-capital  and  human- 
capital  assessment  is  Leif  Edvinsson  (see  “Master  of  the  Gray 
Matter,”  Page  60),  former  corporate  director  of  intellectual 
capital  for  Skandia,  the  144-year-old  Swedish  insurance  and 
financial  services  behemoth.  (Edvinsson  left  Skandia  in 
September  1999  to  become  CEO  and  global  knowledge 
nomad  for  UNIC,  or  Universal  Networking  Intellectual 
Capital,  a  new  prototyping  organization  for  intellectual  cap¬ 
ital  based  in  Stockholm.) 

Edvinsson  began  his  work  on  human  capital  at  Skandia  in 
1991.  The  leaders  of  the  company  recognized  that  they  had  a 
lot  of  invisible  assets  that  simply  were  not  recognized  by  the 
stock  exchange,  and  they  wanted  to  find  a  way  to  assess  and 
communicate  that  value  to  the  marketplace.  Edvinsson  devel¬ 
oped  a  matrix  known  as  the  Skandia  Navigator,  a  tool  to  iden¬ 
tify  and  improve  the  intellectual  capital  in  the  company’s 
Assurance  Financial  Services  (AFS)  division.  The  Navigator 
looks  at  how  human  capital — in  combination  with  customer 


capital,  internal  processes  and  the  company’s  capacity  for 
innovation — creates  financial  value  for  the  company.  Used  as 
a  business-planning  model,  the  Navigator  provides  big- 
picture  perspective  on  the  company’s  past  (financial  focus), 
its  present  (customer  focus,  process  focus  and  human  focus) 
and  its  future  (renewal  and  development  focus).  (See  “The 
Skandia  Navigator,”  below.)  Software  known  as  Dolphin, 
which  is  based  on  the  Navigator  concept,  lets  users  view  an 
operation  through  a  given  focus  and  enables  simulation  of 
various  scenarios,  such  as  a  jump  in  the  company’s  stock  price 
or  an  increase  in  sales. 

With  the  help  of  the  Navigator,  Skandia  breaks  down  the 
vision  and  objectives  of  the  company  into  more  concrete  fac¬ 
tors  and  then  measures  these  fac¬ 
tors  at  the  individual  level,  group 
level,  business  level  and  corporate 
level.  Edvinsson  explains  that  by 
studying  the  extent  to  which  criti¬ 
cal  success  factors  are  being  met  at 
each  level,  Skandia  can  more  eas¬ 
ily  identify  what  he  calls  “the  roots 
for  the  organization’s  financial 
fruits.” 

At  the  individual  level,  American 
Skandia,  the  company’s  U.S.  divi¬ 
sion,  uses  the  Navigator  to  drill 
down  on  the  performance  and 
growth  of  each  employee.  Employ¬ 
ees  are  measured  on  critical  success 
factors  that  tie  into  the  company’s 


The  Skandia 
Navigator 

A  business-planning  model 
designed  to  provide  a  balanced, 
overall  picture  of  operations.  To  see 
how  Skandia  quantifies  each  of 
these  areas,  see  Page  59. 


SOURCE:  HUMAN  CAPITAL  IN  TRANSFORMATION: 
INTELLECTUAL  CAPITAL  PROTOTYPE  REPORT,  SKANDIA  1998 
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strategic  direction  and  values.  For  exam¬ 
ple,  if  the  company  decided  that  it  needed 
to  improve  its  investment  on  employee 
training,  the  Navigator  could  look  at  the 
number  of  hours  of  training  that  an  indi¬ 
vidual  receives  and  the  dollars  spent  on 
training  that  employee.  The  employee 
could  also  access  the  Dolphin  program  on 
Skandia’s  intranet  to  see  what  courses  she 
would  be  expected  to  complete  in  the  next 
six  to  12  months.  In  addition,  the  Navi¬ 
gator  can  provide  performance  feedback, 
record  achievements,  and  identify  future 
renewal  and  development  objectives. 

At  the  corporate  level,  Skandia  tracks  the 
value  of  its  human  capital  through  use  of 
an  empowerment  index  that  reflects 
employee  motivation,  loyalty  and  compe¬ 
tence.  The  company  also  looks  at  employee 
turnover,  training  costs  per  employee,  aver¬ 
age  years  of  service  and  average  education 
level  to  paint  a  clearer  picture  on  the  state 
of  its  human  capital.  Since  1994,  Skandia 
has  been  compiling  an  intellectual-capital 
report  to  go  alongside  the  company’s  an¬ 
nual  report.  The  reaction  from  the  analyst 
community  to  Skandia’s  reports  has  been 
overwhelmingly  positive.  After  all,  the  mar¬ 
ket  had  always  accounted  for  a  company’s 
invisible  assets  in  the  form  of  “goodwill,” 
but  no  company  had  ever  provided  mea¬ 
surements  on  which  analysts  could  base 
goodwill  value  estimates. 

Though  most  companies  focus  on  finan¬ 
cial  capital  as  the  vanguard  of  business  suc¬ 
cess,  Skandia  views  human  capital  as  the 
driver  of  innovation;  financial  capital  is 
merely  the  end  result.  This  approach  to 
asset  evaluation  has  yielded  very  tangible 
results:  Since  Skandia’s  AFS  division  began 
using  the  Navigator  in  1991,  its  gross  rev¬ 
enue  has  grown  from  $300  million  to 
$16  billion  in  1998.  Edvinsson  attributes 
that  growth  to  Skandia’s  innovative 
approach  to  “building  an  organizational 
system  in  which  human  talents  can  flour¬ 
ish.”  He  points  to  the  Navigator  tool  and 
Skandia’s  continuing  exploration  of  human 
capital  as  a  large  part  of  that  success. 


TRACKING  THE  HIGH 
PERFORMERS 

Although  Skandia  is  the  uncontested 
leader  in  the  field  of  measuring  human  cap¬ 
ital,  other  organizations  have  implemented 
smaller  programs  that  focus  on  one  or  two 
specific  areas  of  measurement.  One  such 


American  Skandia  s 
Navigator  Results  1994-1997 

By  tracking  measures  appropriate  to  each  category  in  its  Navigator  model  (see 
Page  58),  Skandia  created  the  following  big-picture  view  of  the  health  of  its 
American  Skandia  division.  American  Skandia  offers  variable  annuities  and  is  the 
sixth-largest  company  in  the  U.S.  variable  annuity  market. 


1994 

1995 

1996 

1997 

FINANCIAL  FOCUS 

Return  on  capital  employed  (%)* 

12.2 

28.7 

27.1 

21.9 

Operating  result  (US$Millions)** 

14 

44 

71 

127 

Value  added/employee  (US$Thousands)** 

205 

235 

272 

322 

CUSTOMER  FOCUS 

' 

Number  of  contracts 

59,089 

87,836 

133,641 

189,104 

Savings/contract  (US$Thousands)** 

41 

44 

49 

62 

Surrender  ratio  (%)*** 

4.2 

4.1 

4.4 

4.4 

Points  of  sale 

Bfrfclb  '-'’a  <  y  k  v-,,'  .- 

ii,573 

18,012 

33,287 

45,881 

HUMAN  FOCUS 

Number  of  employees,  full-time 

220 

300 

418 

599 

Number  of  managers 

62 

81 

86 

88 

Of  whom,  women 

13 

28 

27 

50 

Training  expense/employee 

(US$Thousands)** 

1.2 

•31 

1.9 

0.3 

PROCESS  FOCUS 

Number  of  contracts/employee 

269 

293 

320 

316 

Adm.  exp. /gross  premiums  written  (%) 

2.9 

3-3 

2.9 

3-5 

IT  expense/admin,  expense  (%) 

8.8 

13.1 

12.5 

8.1 

RENEWALAND 

DEVELOPMENT  FQCUS 

Share  of  gross  premiums  written 

from  new  launches  (%) 

11.1 

49.2 

23.7 

O.9 

Increase  in  net  premiums  written  (%) 

17.8 

29.9 

113.7 

31.9 

Development  expense/adm.  exp.  (%) 

11.6 

10.1 

9-9 

9.8 

Share  of  staff  under  age  40  (%) 

72 

ilWBIM 

81 

78 

76 

‘Changed  calculation  methods  for  1996  and  1997 

“Figures  converted  into  U.S.  dollars  from  Swedish  kronor  using  exchange  rate  of  10/6/99 
“‘Surrenders  during  the  year  in  relation  to  the  average  mathematical  reserve,  net 

SOURCE:  HUMAN  CAPITAL  IN  TRANSFORMATION:  INTELLECTUAL  CAPITAL  PROTOTYPE  REPORT,  SKANDIA  1998 
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organization  delving  into  the  realm  of  human  capital  is  the 
Georgia  Merit  System,  the  personnel  department  for  the  state 
of  Georgia.  There,  Senior  Human  Resources  Consultant 
Charlie  Brooks  uses  a  competency  research  process  called 
Strategic  Assessment  Research  to  identify  the  value  of  the 
state’s  collective  human  capital.  The  process  involves  mea¬ 
suring  the  performance  of  each  employee  to  identify  the  high 
performers,  then  conducting  a  series  of  behavioral  interviews 
with  each  employee  to  determine  how  the  most  productive 
employees  work. 

Brooks  began  his  efforts  by  conducting  competency 
research  to  help  the  child-support  enforcement  unit  of  HR,  a 
state  agency  that  collects  child-support  money  owed  to  single 
parents.  When  deadbeat  parents  fail  to  pay,  the  unpaid  par¬ 
ent  often  ends  up  on  welfare,  which  represents  a  drain  on  the 
state  coffers.  Because  some  agents  are  more  effective  at  their 
jobs  than  others,  the  amount  collected  annually  per  agent 
ranges  from  $172,000  to  $1.6  million.  With  the  state  paying 
for  a  large  part  of  the  shortfall,  finding  ways  to  improve  the 
performance  among  the  300  agents  can  make  a  difference  to 
the  tune  of  $150  million. 

Brooks  conducts  behavioral  interviews  to  find  out  what  the 
high  performers  have  in  common.  He  asks  employees  to  tell 
him  the  precise  details  of  how  they  do  their  jobs,  and  he  docu¬ 
ments  the  high  performers’  attitudes,  rules  of  thumb  and  meth¬ 
ods.  When  interviewing  for  new  hires,  Brooks  looks  for  the 
qualities  that  have  been  shown  to  be  an  asset  on  the  job.  And 
perhaps  more  important,  he  trains  existing  agents  to  adopt  some 
of  the  high  performers’  work  practices.  In  previous  research 
with  a  trucking  company,  Brooks  found  that  even  details  as 


Master  of  the 


Accolades  for  an  intellectual  capital  pioneer 

SO,  PROFESSOR  STEPHEN  HAWKING  WON’T  RESPOND  TO 
your  e-mails,  and  Garry  Kasparov  declined  your  invitation  for 
a  chess  date.  Well,  don’t  take  it  too  hard.  Among  their  other 
accomplishments,  these  cranial  champs  are  winners  of  the  Brain  of 
the  Year  award —an  honor  so  exclusive  that  even  a  superachiever 
like  Bill  Gates  has  been  passed  over  for  it.  The  award  celebrates  an 
individual  whose  brilliance  has  made  a  significant  positive  impact  on 
the  world  spiritually,  socially,  culturally  or  physically.  It  is  bestowed 
annually  by  the  Brains  Trust  Charity,  a  London-based  group  that  pro¬ 
motes  mind-mapping,  a  nonlinear  method  of  quick  note-taking 
using  key  words  and  images. 

Competition  for  the  1998  Brain  of  the  Year  award  was  particularly 
stiff.  Among  the  finalists  were  such  luminaries  as  Gates;  Sir  Paul 
McCartney,  ex-Beatle  and  activist;  Jane  Goodall,  renowned  expert 
on  chimpanzees;  and  Deepak  Chopra,  author,  professor  and  guru  to 
the  stars.  Beating  out  all  these  slackers  to  become  1998’s  master  of 
the  gray  matter  was  Leif  Edvinsson,  then  corporate  director  of  intel¬ 
lectual  capital  for  Skandia  Insurance  Co.  Ltd.  based  in  Stockholm, 
Sweden.  (Edvinsson  is  now  CEO  and  global  knowledge  nomad  for  a 
new  prototyping  organization  for  intellectual  capital  called  U  NIC,  or 
Universal  Networking  Intellectual  Capital.) 

Edvinsson’s  may  not  be  a  household  name,  but  his  creation  of  a 
taxonomy  for  measuring  corporate  intellectual  and  organizational 
capital  has  created  a  new  way  for  companies  to  evaluate  their 
assets.  The  Brain  Trust  describes  Edvinsson  as  being  no  less  than  a 
revolutionary  for  causing  companies  to  rethink  the  traditional  stan¬ 
dards  of  accounting  that  have  existed  for  hundreds  of  years. 

Looking  at  human  capital  as  a  renewable  corporate  asset  is  just  the 
beginning  in  Edvinsson’s  view.  Human  capital  is  about  “the  tremen¬ 
dous  potential  of  you  as  an  individual,”  he  says.  Edvinsson  main¬ 
tains  that  society  currently  consumes  individuals,  pointing  to  the 
high  rate  at  which  people  burn  out  in  their  jobs  and  take  an  early 
retirement.  “It  will  be  extremely  interesting  when  [human-capital 
theory]  escalates  beyond  the  organization  to  society  as  a  whole,” 
he  says.  “That  will  have  a  tremendous  impact  on  the  political 
agenda.”  Big  thoughts,  indeed.  -D.  Duffy 

seemingly  minor  as  the  time  of  day  employees  make  collection 
calls  can  matter;  high  performers  at  that  company  tended  to 
make  all  of  their  calls  before  noon.  At  the  Georgia  Merit  System, 
Brooks  discovered  that  agents  hired  on  the  basis  of  video  tests 
of  their  customer  service  and  interpersonal  skills  collected  an 
average  of  $200,000  more  annually  than  those  hired  based  on 
the  results  of  basic  cognitive  tests  and  an  interviewer’s  impres- 
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Why  does  IBM  team  with  Vantive? 


Because  Vantive  understands  the  e-customer 

and  delivers  web  solutions  to  e-business.  Let’s  face  it,  without  an  e-customer  there  is  no  e-business.  Vantive 

provides  the  means  for  the  modern  global  enterprise  to  seek,  find, 
and  retain  the  e-customer —  reliably  and  easily.  So  it’s  no  surprise  that 
IBM  Global  Services  calls  on  Vantive  for  the  software  component  of  their 
customer  relationship  management  (CRM)  e-business  solutions. 

Vantive  is  the  e-customer  authority.  It  provides  the  glue  that  keeps 
e-customers  coming  back,  satisfied  and  empowered.  That’s  because 
Vantive s  scalable,  flexible  architecture  lets  customers  find  the  answers  they 
need —  and  when  they  need  them —  whether  it’s  sales,  support,  or  service 
through  call  centers,  sales  reps,  field-service  reps,  or  web  self-service. 

To  discover  how  you  can  benefit  from  complete  e-business  solutions  that 
serve  the  e-customer,  contact  Vantive  today. 

www.vantive.com/ibm 

1-800-VANTIVE 


vanuve 

the  e-customer  company 


©  1999  Vantive.  Vantive  is  a  trademark  of  The  Vantive  Corporation.  We  acknowledge  all  other  trademarks  and  logos. 


Michael  W often, 
chairman  and  CEO 
of  Alagasco^  believes 
happy  employees 
yield  satisfied 
customers. 


COVER  STORY: 

HUMAN  CAPITAL 

sions.  In  the  year-and-a-half  since  he  began  con¬ 
ducting  competency  research  at  the  Merit  System, 

Brooks  says  the  state  has  spent  roughly  $160,000 
on  the  program.  But  he  estimates  that  the  agency’s 
improved  collections  have  helped  the  state  save 
$60  million  to  $122  million. 

Brooks  says  that  although  human  capital  is  a 
salient  term  to  executives,  he  avoids  using  the 
phrase  with  employees  because  he  thinks  it 
evokes  a  negative  emotional  response.  Some 
employees  also  grumble  that  the  program  is  eli¬ 
tist,  he  admits.  “They  think  we’re  all  going  to  be 
like  a  bunch  of  robots,”  Brooks  says.  “[They 
assume]  that  we’re  only  going  to  be  looking  for 
one  kind  of  person.”  He  insists,  however,  that  he 
is  only  trying  to  discover  the  key  behaviors  that 
have  the  greatest  effect  on  job  performance  and 
pass  them  on  as  best  practices.  “People  want  to 
be  good  at  their  jobs,”  says  Brooks.  “I  want  to 
help  them  like  it  and  be  good  at  it.” 

ENHANCING  THE  EMPLOYEE 
EXPERIENCE 

Alabama  Gas  Corp.,  or  Alagasco,  as  the  division 
of  Energen  Corp.  is  called,  has  twice  been  named 
by  Fortune  as  one  of  the  best  companies  to  work  for.  Much  of 
that  honor  is  due  to  the  work  the  company  has  put  into  mea¬ 
suring  the  attitudes  employees  have  toward  their  jobs  and  cre¬ 
ating  programs  that  measure  and  build  on  those  impressions. 
The  company  tracks  employee  satisfaction  diligently  because 
it  sees  customer  satisfaction  as  a  direct  outgrowth  of  employee 
happiness. 

In  the  early  1990s,  Michael  Warren,  chairman  and  CEO  of 
Alagasco,  was  looking  for  ways  to  improve  the  employee 
experience  at  the  company.  Research  revealed  that  the  organ¬ 
izations  widely  regarded  as  the  best  places  to  work  also 
tended  to  be  top  performers  in  their  industries.  The  company 
launched  a  series  of  programs  designed  to  enhance  the  em¬ 
ployee  experience  at  Alagasco.  For  example,  the  company 
implemented  the  Temporary  Reassignment  Program,  which 
lets  employees  try  out  job  roles  that  are  completely  different 
from  their  own.  The  goal  is  to  give  employees  a  chance  to 
develop  new  skills  as  well  as  enlarge  their  overall  scope  of 
experience.  When  employees  are  seen  in  roles  that  they  might 
never  assume  in  their  regular  duties,  it  builds  not  only  their 
confidence  in  their  own  capabilities  but  also  the  trust  and 
respect  of  managers  and  coworkers. 

Although  the  company  has  received  favorable  press  for  its 
efforts,  Warren  admits  that  “the  value  of  one  employee  and 
his  or  her  full  participation  is  hard  for  us  to  measure.”  The 
impact  of  employee  satisfaction  may  not  be  easily  translated 
into  a  dollar  value,  but  he  insists  that  it  is  nonetheless  integral 
to  the  success  of  the  company.  He  compares  the  value  of  con¬ 
sidering  the  employee  experience  to  the  message  in  a  baseball- 
themed  MasterCard  commercial:  “You  can  get  a  camcorder 
for  $400,  a  battery  for  $25,  but  sitting  next  to  Willie  Mays  at 
the  World  Series. ..that’s  priceless.” 


KEEPING  SCORE 

Traditional  goods  and  services  companies  aren’t  the  only 
organizations  interested  in  finding  out  how  to  maximize  the 
value  of  their  human  capital.  One  NBA  organization  has  been 
using  software  from  Purchase,  N.Y.-based  HR  Technologies 
for  the  past  year  to  assess  how  it  can  build  the  best  team  based 
on  the  players’  competencies.  In  fact,  the  team  considers  such 
tracking  so  proprietary  that  it  won’t  talk  publicly  about  its  use 
of  the  software.  The  software  allows  team  management  to 
assess  not  only  technical  skills,  such  as  shooting  percentages 
and  the  ability  to  pass,  but  also  less  tangible  qualities  like  atti¬ 
tude  and  team  loyalty.  Looking  at  both  sets  of  attributes  helps 
determine  if  a  given  player  has  all  the  characteristics  the  organ¬ 
ization  requires  to  take  full  advantage  of  his  talent.  When  you 
stack  Larry  Bird  up  against  other  players  physically,  he 
wouldn’t  appear  all  that  exceptional,  maintains  Paul  Storfer, 
cofounder  and  managing  partner  with  HR  Technologies.  “But 
[Bird]  worked  very  hard,”  he  explains.  “It  was  his  intellectual 
and  behavioral  competencies  that  made  him  a  better  player.” 

In  a  trade  situation,  managers  of  the  NBA  team  will  be  able 
to  use  the  software  to  determine  which  of  several  available 
free  agents  they  should  sign  based  on  how  each  player  com¬ 
plements  the  skill  sets  and  competencies  of  players  already  on 
the  team.  Although  coaches  expect  that  fresh-out-of-school 
recruits  will  need  a  few  years  to  mature  into  NBA-level  ath¬ 
letes,  they  hire  them  hoping  that  working  alongside  top  play¬ 
ers  will  help  them  develop  faster.  The  team  working  with  HR 
Technologies  believes  that  this  kind  of  measurement  will  help 
it  identify  the  future  Karl  Malones  more  readily — and  make 
all  hiring  decisions  less  of  a  gamble.  BE! 

Staff  Writer  Daintry  Duffy  can  be  reached  at  dduffy@cio.com. 
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_ INDUSTRY  LEADER 

Being  the  industry  leader  in  satellite-based  wide  area  networking  is  not  just  about  being  an 
innovator  of  satellite  technology.  It's  about  turning  that  expertise  into  cost  saving,  revenue 
generating  business  solutions.  That's  why  America's  leading  companies  in  retail,  automotive, 
retail  petroleum  and  other  industries  turn  to  Hughes.  And  as  technology  evolves,  you  can 
trust  us  to  deliver  the  latest  innovations,  like  IP-based  broadband  data  and  multimedia  network 
solutions.  Now  that's  leadership  you  can  depend  on.  Let  us  demonstrate  what  we  can  do  for  you. 


NETWORK  SYSTEMS 
www.hns.com 
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LEARNING  CURVE 


IT  jargon  coming  at  you 
fast  and  furious?  Use 
this  guide  to  help  set 
your  own  course  of 
learning. 


hen  CIO  Enterprise  set 
out  to  provide  valuable  and 
accessible  information  on  the 
IT  nitty-gritty  to  non-IT  execs 
n  the  form  of  the  Learning 
Curve  column,  the  goal  was  simple. 
It  was,  as  stated  in  an  early  mission 
statement,  for  the  column  to  be 
“A  technology  primer  for  non-IS 
executives,  defining  technology 
buzzwords  (data  mining,  for  exam¬ 
ple)  and  explaining  their  applica¬ 
tions  to  business.” 

We  did  indeed  illustrate  data  min¬ 
ing  for  you  (see  CIO  Section  2,  May 
15, 1998),  and  we  have  tried  to  keep 
you  up  to  speed  on  the  latest  trends 
and  terms,  always  with  an  eye 
toward  what’s  hot  and  what’s  most 
important  to  our  non-IT  readership. 
Yet  with  the  maddening  rate  of 
change  in  IT  and  the  frustratingly 
brief  time  available  for  poring  over 
magazines,  we  know  you  might  have 
missed  a  Learning  Curve  or  two  over 
the  past  two  years.  So  here  are 
Learning  Curve’s  greatest  hits,  so  to 
speak,  conveniently  packaged 
together  in  this  last  edition  of  CIO 
Section  2,  Enterprise.  Not  available 
in  stores! 


What  Is  ERP? 

Erp  (excuse  me)  stands  for 
enterprise  resource  planning,  a 
software  system  that  aims  to 
serve  as  a  backbone  for  your  whole 
business.  It  integrates  key  business 
and  management  processes  to  pro¬ 
vide  a  sky-level  view  of  much  of 
what’s  going  on  in  your  organiza¬ 
tion.  ERP  tracks  company  financials, 
human  resources  data  and  (if  appli¬ 
cable)  all  the  manufacturing  infor¬ 
mation  such  as  where  you  put  your 
inventory  and  when  it  needs  to  be 
taken  from  the  parts  warehouse  to 
the  shop  floor. 

The  leader  in  ERP  market  share, 
and  the  one  that  invented  the  market 
to  an  extent,  is  the  German  company 
SAP  AG  with  its  R/3  software.  Other 
big  players  include  PeopleSoft  Inc., 
Oracle  Corp.,  Baan  Co.  NV  and  J.D. 
Edwards  &  Co. 

Big  whoop.  We’ve  always  had 
software  for  those  processes. 

Yes,  but  each  piece  of  the  puzzle  was 
provided  by  a  different  software  ven¬ 
dor,  and  those  pieces  typically  didn’t 
talk  to  one  another.  The  accounting 


system  didn’t  exchange  data  with  the 
manufacturing  system,  for  example. 
At  least  not  without  a  great  deal  of 
poking  and  prodding  and  rewriting 
from  the  techies  in  IS. 

The  idea  behind  ERP  is  that  the 
software  needs  to  communicate 
across  functions.  With  an  ERP  sys¬ 
tem,  the  financial  software  can  cut 
an  accounts  payable  check  as  soon 
as  the  loading  dock  clerk  confirms 
that  the  goods  have  been  received  in 
inventory.  Similarly,  the  accounts 
receivable  module  can  generate  an 
invoice  as  soon  as  the  shipping  clerk 
says  the  finished  goods  are  on  the 
truck  to  the  customer.  All  this  is 
done  with  a  minimum  of  human 
intervention  and  paperwork. 

ERP  aims  to  replicate  business 
processes  (how  do  we  record  a  sale? 
how  do  we  verify  hourly  workers’ 
paychecks?)  in  software,  guide  the 
employees  responsible  for  those  pro¬ 
cesses  through  them  step  by  step  and 
automate  as  many  procedures  as 
desired. 

Sounds  great.  Is  there  a  downside? 

Only  if  you  consider  multimillion- 
dollar  project  failures  a  downside. 
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The  promise  of  ERP  is  great  but  so  is 
the  expense  in  terms  of  time,  effort 
and  money.  Implementing  the  soft¬ 
ware  in  a  company  usually  involves 
changing  business  processes,  that  is, 
the  way  people  do  their  jobs.  So 
employee  resistance  to  these  changes 
can  be  a  major  thorn  in  a  company’s 
side  and  usually  requires  that  execu¬ 
tives  hone  their  change  management 
skills.  With  careful  planning  and  lots 
of  elbow  grease,  though,  ERP  can 
work  and  make  many  an  enterprise 
work  better.  (For  more  on  ERP,  visit 
the  ERP/Supply  Chain  research  cen¬ 
ter  at  www.cio.com,  which  has 
plenty  of  ERP  information  and  links 
to  other  sites.) 

-Derek  Slater 

BUZZWORDS 

ERM  (enterprise  resource  manage¬ 
ment):  Some  analysts  prefer  this  term 
and  make  a  subtle  distinction  between 
ERM  and  ERP.  ERM  encompasses 
accounting,  HR  and  materials  manage¬ 
ment;  ERP  is  ERM  plus  applications. 
MRP:  The  ERP  acronym  is  an  outgrowth 
of  MRP  (materials  requirements  plan¬ 
ning)  and  MRP  II  (manufacturing 
resource  planning),  older  types  of  manu¬ 
facturing-specific  software  that  aim  to 
keep  the  right  inventories  on  hand  and 
the  lines  humming. 

What  Is 
Infrastructure? 

TO  UNDERSTAND  INFRA- 

structure,  buckle  up  your  vir¬ 
tual  toolbelt  and  think  like  a 
carpenter  for  a  minute.  When  you’re 
building  a  house,  you’ll  discover  that 
most  of  the  important  stuff  is  invisi¬ 
ble.  The  foundation,  framing,  wiring 
and  plumbing  are  not  attention- 
grabbers,  but  boy,  you’d  sure  notice 
if  they  weren’t  there.  Computing 
infrastructure  works  in  much  the 
same  way.  It  consists  of  the  physical 
components  of  a  computing  setup: 
the  wiring,  routers,  switches,  operat¬ 
ing  systems,  middleware,  main¬ 


frames,  servers  and  sometimes  desk¬ 
top  machines. 

How  is  infrastructure  different 
from  architecture? 

Architecture  and  infrastructure  are 
often  confused.  To  think  in  terms  of 
house-building  again,  the  architect 
designs  what  the  house  will  look  like 
and  how  it  will  fit  together.  That’s 
the  architecture.  The  builders  put 
in  the  wires,  pipes  and  frames.  That’s 
the  infrastructure.  The  architecture 
is  the  blueprint  or  design.  The  infra¬ 
structure  is  the  physical  stuff. 

Sounds  like  infrastructure  is 
important. 

It  is.  For  many  compa¬ 
nies,  however,  infra¬ 
structure  is  the 
Rodney  Dangerfield 
of  the  computing 
world:  It  gets  no 
respect.  Nobody 
wants  to  think 
about  infrastructure 
because,  let’s  face  it, 
glamorous  it  ain’t. 

What’s  more,  most  business 
executives  don’t  want  to  fund  infra¬ 
structure  improvements,  which  have 
no  immediately  discernible  business 
payback.  What  manager  wants  to 
authorize  $100,000  for  his  depart¬ 
ment’s  share  of  a  network  upgrade? 

But  a  sound  infrastructure  can 
mean  rapid  access  to  online  informa¬ 
tion  (and  less  thumb-twiddling  while 
you  idle  in  a  network  traffic  jam), 
fewer  system  crashes,  quicker  e-mail 
and,  generally,  PCs  that  function 
with  a  minimum  of  trouble.  A  reli¬ 
able  infrastructure  can  also  ensure 
the  success  of  any  future  technology 
endeavors.  There  is  no  use  develop¬ 
ing  a  fancy  knowledge-sharing 
intranet,  for  example,  if  the  network 
freezes  when  users  try  to  access  it. 

A  company  with  a  solid  infra¬ 
structure  has  probably  put  in  some 
serious  time  and  energy  to  get  it  that 
way.  The  IS  department  has  been 
able  to  optimize  the  network  to 
work  most  efficiently  and  can  add 
functionality  to  the  infrastructure 


without  having  to  disturb  what’s 
already  in  place.  Building  a  solid 
infrastructure  forces  a  company  to 
pay  attention  to  the  basics  before  it 
tries  to  get  fancy,  and  it’s  not  easy. 
But,  then  again,  when  you  were  a 
kid,  you  couldn’t  eat  your  dessert 
before  your  peas.  Why  should  it  be 
any  different  now? 

-Carol  Hildebrand 

BUZZWORDS 

Uptime/Downtime;  Aserverthat  is 
working  99  percent  of  the  time  has 
99  percent  uptime— or  l  percent  down¬ 
time.  For  example,  downtime  can  cost  a 
hotel  a  lot  of  money  if  nobody  can  book  a 
room  while  the  system  is  down. 
Standards:  Many  compa¬ 
nies  give  their  seal  of 
approval  to  a  specific 
list  of  technologies, 
known  as  corporate 
standards.  Users 
may  choose  tech¬ 
nologies  from  only 
that  list.  Doing  so 
keeps  the  infrastructure 
from  becoming  a  sprawling 
mass  of  technologies  that 
won’t  work  together. 

Asset  Management:  How  many  PCs 
does  your  company  have?  Don’t  know? 
Time  for  some  asset  management.  It’s 
tough  to  run  your  infrastructure  effi¬ 
ciently  if  you  don’t  know  what  comput¬ 
ing  assets  you  own. 

Architectural 

Digest 

The  term  architecture 
can  refer  to  the  design  of  a 
single  computer.  In  corporate 
context,  however,  it  typically  means 
the  layout  of  a  company’s  comput¬ 
ing  systems,  both  physically — the 
kinds  of  computers  you  use  and 
where  they’re  located — and  logi¬ 
cally,  how  the  processing  workload 
is  distributed  or  divided. 

The  corporate  computing  archi¬ 
tecture  is  not  terribly  different  from 
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Aventail" 


Where  E-Business  Begins 


Yes,  extranets  are  all  we  do. 

Our  focus  is  on  enabling  companies 
to  work  together  amid  the  chaos  of 
e-business.  We  help  you  rapidly  activate 
business-to-business  commerce  and 
collaboration  by  replacing  risk  and  panic 
with  order  and  profitability.  A  competitive 
extranet  means  absolute  control  at 
massive  scale  so  you  can  go  to  market  with  a 
legion  of  customers  and  partners  at  your  side. 
That’s  e-business  confidence.  That’s  Aventail. 

To  find  out  more  about  our  low-risk,  high- 
value  extranet  software  and  service,  visit 
Aventail’s  Web  site  at  www.aventail.com/pureplay, 
call  1-877-AVENTAIL  (283-6824),  or  send  email  to 
extranet@aventail.com. 
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the  corporate  decision-making  struc¬ 
ture.  When  you  founded  your  com¬ 
pany,  there  were  only  six  employees 
and  you  could  do  it  all:  You  kept  the 
books,  ran  the  sales  calls  and  did  the 
marketing  analysis.  By  the  time  your 
enterprise  cracked  the  Fortune  1000 
though,  you  could  no  longer  run  all 
the  corporate  functions. 

So  you  installed  some  vice  presi¬ 
dents  and  department  managers  to 
offload  some  of  your  duties  and 
architected  a  plan  indicating  how 
the  functions  are  intercon¬ 
nected  and  where  the 
decision-making  power 
lies. 

How  many 
architectures  are 
there ? 

The  permutations 
are  infinite,  but  gen¬ 
erally  every  architec¬ 
ture  can  be  categorized 
as  centralized  or  distrib¬ 
uted.  Once  upon  a  time,  nearly 
everybody  had  the  same  centralized 
architecture:  SNA,  the  Systems 
Network  Architecture  created  by 
IBM  Corp.  with  a  mainframe  or  two 
in  the  data  center  and  a  bunch  of 
dumb  terminals  (dumb  because  the 
terminals  don’t  do  any  thinking  for 
themselves;  they  only  relay  messages 
from  the  mainframe).  SNA  dictated 
what  protocols  the  terminals  used  to 
talk  to  the  mainframe,  what  devices 
served  as  intermediaries  between  the 
terminals  and  mainframe  and  how  to 
connect  printers — the  whole  shebang. 

Distributed  system  architectures 
started  to  gain  popularity  in  the  ’80s 
when  the  mainframe  was  replaced 
by  a  smattering  of  smaller  servers  or 
hosts  spread  throughout  the  enter¬ 
prise.  Client/server  is  a  distributed 
architecture.  In  its  simplest  itera¬ 
tions,  the  servers  store  the  data  and 
the  clients  analyze  it  according  to  the 
user’s  wishes. 

The  boundaries  between  central¬ 
ized  and  distributed  architectures 
are  getting  fuzzier  these  days 
because  a  lot  of  companies  are  keep¬ 
ing  their  data  on  small  servers  while 


simultaneously  moving  all  those 
servers  to  a  central  station.  If  the 
processing  of  the  data  is  going  to 
happen  in  numerous  places,  you  can 
reasonably  say  you  have  a  distrib¬ 
uted  architecture;  if  the  vast  majority 
of  processing  happens  in  one  place, 
you  have  centralized  architecture. 

How  do  I  choose  an  architecture? 

Each  architecture  has  different 
strengths  and  weaknesses.  Dis¬ 
tributed  architectures  arose  partly 
because  centralized  main¬ 
frame  models  were 

cursed  as  inflexible  and 
expensive.  On  the 
other  hand,  it’s 
harder  to  manage 
distributed  archi¬ 
tectures,  fine-tune 
their  performance 
and  pinpoint  trou¬ 
ble  spots  when  some¬ 
thing  goes  wrong  (as  it 
inevitably  does  with  com¬ 
puters).  Zealots  will  argue 
about  which  model  is  better,  but  one 
thing  everyone  agrees  on  is  that 
changing  from  one  to  the  other  is  an 
enormous  pain  in  the  neck. 

-D.S. 

BUZZWORDS 

infrastructure:  The  underwear  of  your 
computing  architecture.  Nobody  wants  to 
see  it,  they  just  want  it  to  function  prop¬ 
erly  in  the  background.  It  is  composed  of 
the  network  wires  and  routing  equip¬ 
ment,  the  operating  systems,  sometimes 
even  the  desktop  PCs  themselves. 
Three-tier:  Heavy  computing  loads  can 
stress  a  client/server  architecture;  too 
many  clients  making  requests  at  the 
same  time  will  lock  up  the  server  like  a 
waiter  trying  to  handle  too  many  restau¬ 
rant  tables.  One  solution  is  to  insert  com¬ 
puters  in  a  tier  between  the  front  (client) 
and  back  (server)  ends.  The  server  stores 
the  data,  the  middle  tier  handles  most  of 
the  processing  and  the  clients  display 
the  results. 

Fat  and  Thin  Clients:  Fat  clients  do  pro¬ 
lific  processing.  Thin  ones  are  more  like 
dumb  terminals  that  just  repeat  what¬ 
ever  the  server  tells  them. 


Software 

Essentials 

IF  YOU’VE  BEEN  AROUND  INFOR- 
mation  technology  or  computers 
for  a  while,  you  have  probably 
run  into  these  two  terms:  system 
software  and  application  software. 
The  distinction  between  the  two  is 
important.  Without  the  former,  your 
computer  won’t  run.  And  without 
the  latter,  your  computer — no  mat¬ 
ter  how  powerful — won’t  do  much 
to  help  run  your  business. 

What  is  system  software? 

The  simple  answer  is  that  system 
software  is  the  stuff  that  makes  your 
computer  work.  It’s  roughly  analo¬ 
gous  to  the  stem  of  the  human 
brain — you’ve  got  to  have  it  to  keep 
breathing;  but  with  just  the  stem  you 
aren’t  likely  to  win  any  chess  tourna¬ 
ments  or  earn  an  MBA  degree. 
System  software  includes  the  com¬ 
puter’s  basic  operating  system, 
whether  that’s  Windows  98  or  Mac 
OS  on  your  home  computer  or  some¬ 
thing  like  MVS  on  a  gargantuan 
mainframe  in  the  data  center.  The 
term  also  usually  encompasses  any 
software  used  to  manage  the  com¬ 
puter  and  network,  which  includes 
diagnostic  software  and  anything 
used  to  tune  up  the  computer’s  per¬ 
formance.  Novell  NetWare  and 
other  network  management  pack¬ 
ages  thus  fall  under  system  software. 
In  the  mainframe  world,  system  soft¬ 
ware  would  include  all  kinds  of  util¬ 
ity  packages  with  scary  names  like 
“Disk  Defragmenter.” 

And  application  software? 

Application  software  trains  the  PC’s 
brain  for  higher  cognitive  functions 
rather  than  just  keeping  the  PC  alive 
and  connected  to  other  computers. 
Think  of  it  this  way:  Applications 
apply  the  computer’s  thinking  power 
to  business  tasks  such  as  tracking  the 
general  ledger  or  billing  your  cus¬ 
tomers. 

Software  that  clearly  falls  on  the 
application  side  of  the  line  includes 
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How  easy  is  it  to  get  your  company  on  the  web? 
Incredibly  easy  -  if  you’ve  got  AppliedTheory  on 
the  case.  No  one  in  the  business  is  better  at 
creating  end-to-end  solutions  based  on  your  goals, 
your  culture,  your  deadlines,  your  needs.  And  no 
one  makes  the  whole,  exciting  process  so  painless. 
We’ve  got  all  the  know-how,  the  suppliers  and  the 
experience  to  turn  your  e-commerce  operation  into 
a  thing  of  seamless  beauty.  Which  is  precisely  what 
you’d  expect  from  the  people  who  helped  build  the 
Internet  itself. 

End-to-end  Internet  Solutions. 

From  strategy  to  assessment  to  design  to 
development  and  implementation  to  ongoing 
operation  and  support  across  a  range  of  Internet 
services. 

Just  call  us.  1-800-658-8587 


e .  powerment 


from  AppliedTheory 

Everything  your  company 
needs  to  e-volve. 

www.appliedtheory.com:  E-Commerce  Strategy/Application  Development  /  Hosting  Services /Access  Services/ VPNs  and  Security 
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manufacturing,  financial  and  human 
resources  software,  and  enterprise 
resource  planning  (ERP)  packages 
(such  as  SAP  R/3  and  PeopleSoft), 
which  incorporate  all  those  func¬ 
tions  and  more.  Other  examples  of 
application  software  include  CAD 
and  various  engineering  packages, 
groupware  like  Lotus  Notes,  supply 
chain  management  software  and  a 
raft  of  industry-specific  programs 
for  everything  from  routing  railcars 
to  tracking  clinical  trials  for  phar¬ 
maceuticals. 

So  system  software  runs  your 
computer  while  application 
software  runs  your  business ? 

The  line  between  the  two  kinds  of 
software  is  somewhat  blurry, 
depending  on  who’s  doing  the  talk¬ 
ing.  In  the  gray  zone  between  them, 
you  might  include  database  manage¬ 
ment  software  like  Oracle8,  Sybase 
or  DB2,  which  handle  a  very  general 
sort  of  task — storing  and  manipulat¬ 
ing  data  and  records — and  often 
must  be  further  programmed  in 
order  to  perform  a  specific  applica¬ 
tion.  Some  operating  systems  incor¬ 
porate  basic  database  management 
functionality,  so  some  people  call 
DBMS  system  software,  while  others 
simply  call  it  application  software. 

Windows  users  might  wonder 
which  category  Solitaire  belongs  to. 
Sorry,  we’ll  leave  that  up  to 
Microsoft.  -D.S. 

BUZZWORDS 

Operating  System:  The  software  that 
tells  the  computer  how  to  run  its  most 
basic  functions  and  how  to  interpret  user 
commands. 

Utility:  A  term  typically  used  for  small 
system  software  programs  that  handle 
discrete  management  functions,  such  as 
measuring  the  computer’s  performance 
or  directing  files  to  the  right  printer. 
Enterprise  Software:  Enterprise  is  so 
fashionable  that  everybody  is  trying  to 
co-opt  this  term,  but  it  most  commonly 
refers  to  the  mother  of  all  application 
software:  enterprise  resource  planning 
(ERP)  software  packages. 


The  Nitty-Gritty 
on  NCs 

There’s  no  breakthrough 
technology  behind  the  surge 
of  interest  in  network  com¬ 
puters  (NCs) — it’s  mostly  stuff  that 
has  been  around  for  years.  Rather, 
NCs  attract  attention  because  the 
technology,  although  not  new,  is 
supposed  to  save  businesses  time 
and  money.  So  to  understand  NCs, 
one  must  figure  out  how  old  technol¬ 
ogy  is  supposed  to  add  up  to  new 
business  value. 

How  do  NCs  work ? 

Network  computers  are  machines 
with  very  little  storage  capacity  and 
no  floppy  drive,  which  means  they 
lack  the  ability  to  store  software 
applications  and  files  locally. 

Instead,  an  NC  accesses  anything  it 
needs  from  a  server  on  the  network, 
which  serves  as  a  software  reposi¬ 
tory  (kind  of  like  constantly 
sending  out  for  takeout 
instead  of  stocking 
your  own  cup¬ 
boards).  Unlike  a 
PC,  you  can’t  run 
an  NC  by  itself;  it 
needs  a  network 
and  a  server,  not 
surprising  given  its 
name. 

Why  would  I  want 
something  that’s  basically  a 
lobotomized  PC ? 

NCs  have  been  touted  as  a  great  way 
to  cut  the  costs  of  maintaining  per¬ 
sonal  computers,  which  can  add  up 
to  a  surprisingly  hefty  chunk  of 
change.  In  fact,  research  company 
GartnerGroup  Inc.  estimates  PC 
maintenance  can  add  up  to  $10,000 
a  year  per  computer,  give  or  take  a 
few  thousand.  (Gartner  counts  such 
costs  as  technical  support,  mainte¬ 
nance,  purchase  costs  for  all  hard¬ 
ware  and  software  upgrades,  infor¬ 
mal  trouble-shooting  by  coworkers 
and  network  costs.)  Multiply  that  by 
a  corporation’s  worth  of  computers, 


and  you’re  talking  some  real  money. 

NCs  can  also  make  maintenance 
tasks  less  time-consuming  for  IS  and 
provide  one  convenient  point  of  con¬ 
trol.  Take,  for  example,  the  issue  of 
software  upgrades.  Instead  of  having 
a  tech  support  person  upgrade  soft¬ 
ware  on  every  single  machine,  he  or 
she  can  perform  the  upgrade  once  on 
the  server  and  the  NCs  will  automat¬ 
ically  access  the  new  version.  Not 
only  does  this  make  the  network 
techie’s  life  simpler,  but  IS  regains 
control  of  just  what  software  gets 
installed. 

Who  uses  NCs ? 

Not  that  many  people  just  yet.  Most 
companies  are  perched  firmly  on  the 
fence,  waiting  to  see  whether  one 
particular  vendor  faction  will  suc¬ 
cessfully  impose  its  particular  NC 
standard  on  the  nascent  technology, 
and  slow  sales  reflect  that.  Microsoft 
Corp.  and  Intel  Corp.  would  like 
you  to  buy  one  version  of  the  NC, 
while  an  opposing  group  led 
by  Sun  Microsystems 
Inc.’s  Scott  McNealy 
and  Oracle  Corp.’s 
Larry  Ellison,  chief 
proselytizers  for  the 
network  computer, 
would  like  you  to 
buy  another.  Most 
analysts  say  the  NC 
will  find  its  niche  in 
places  like  call  centers 
or  retail  environments. 

Users  in  a  call  center,  for  exam¬ 
ple,  access  a  computer  to  execute 
simple,  repetitive  tasks  on  a  shared 
database  that  resides  on  a  network. 

A  PC,  with  its  superior  computa¬ 
tional  power  and  ability  to  inde¬ 
pendently  process  data,  would  be 
wasted  in  this  environment.  -C.H. 

BUZZWORDS 

java-based  NC:  The  Sun/Oracle  version 
of  an  NC  that  requires  the  machine  to 
execute  applets,  or  small  chunks  of  soft¬ 
ware,  in  Java. 

NetPC:  The  Microsoft/Intel  camp’s 
answer  to  the  Java-based  NC.  The  NetPC 
is  a  PC  with  no  floppy  or  CD  drive  but  a 
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Unlock  the  strategic  value 
of  your  enterprise  information. 

Only  Ardent  gives  you  access  to  the  most  valuable 
information  of  all:  your  own.  And  when  people  in 
your  organization  can  share  the  right  information  at 
the  right  time,  they  make  better  decisions.  Decisions 
that  impact  everything  from  product  innovation  and 
customer  loyalty  to  market  share  and  profitability. 

To  learn  how  Ardent  provides  the  information 
infrastructure  for  customers  around  the  world,  in 
applications  including  e-business,  data  warehousing, 
business  intelligence  and  enterprise  portals,  call 
1-800-966-9875  or  visit  our  website. 

Ardent  Software,  Inc.  50  Washington  Street, 

Westboro,  MA  01581-1021. 

Copyright©  1999  Ardent  Software,  Inc. 

All  rights  reserved. 


www.ardentsoftware.com 


LEARNING  CURVE 


targe  hard  drive  for  network-stored  load- 
ingapplications. 


Your  OS  at  Work 

YOU  MIGHT  NOT  KNOW  IT, 

but  your  operating  system  is 
one  of  your  closest  and 
most  loyal  coworkers.  From  the 
moment  you  turn  on  your  com¬ 
puter  in  the  early  morning  until  the 
late  hours  of  the  workday  when 
you  shut  it  down,  your  operating 
system  is  working,  interpreting 
your  every  move  and  “talking” 
to  all  of  your  computer’s  pro¬ 
grams.  You  might  say  it  runs 
your  worklife. 

What  does  an  operating  system  do 
for  me? 

A  better  question  might 
be,  What  doesn’t  it 
do?  For  starters,  an 
operating  system 
(OS)  is  the 
“interpreter” 
between  you 
and  all  of  the 
software  and 
hardware  on 
your  computer’s 
system.  Just  as  an 
interpreter  helps  com¬ 
munication  among  for¬ 
eign  diplomats,  your  OS  trans¬ 
lates  your  commands  (“open  file”) 
into  the  Is  and  Os  the  computer  can 
understand.  But  more  than  merely 
interpreting,  the  OS  becomes  a  traf¬ 
fic  cop.  If  you’re  running  two  appli¬ 
cations  on  your  PC  at  the  same 
time,  the  OS  juggles  the  computer’s 
resources,  such  as  the  “thinking 
time”  that  each  application 
demands  from  the  main  processor, 
so  that  your  spreadsheet  can  keep 
crunching  numbers  in  the  back¬ 
ground  while  you  sneak  in  a  couple 
of  holes  of  Microsoft  Golf.  The  OS 
also  controls  internal  components, 
such  as  memory,  external  devices — 
monitors,  modems,  storage 
devices — and  the  look  and  feel  of 


the  user  interface. 

How  many  kinds  of  operating 
systems  exist? 

Too  many  to  list  here,  but  you’ve 
probably  heard  of  Microsoft  Corp.’s 
Windows,  Apple  Computer  Inc.’s 
Macintosh  OS,  IBM  Corp.’s  MVS 
and  the  various  “flavors”  of  Unix 
(see  Buzzwords,  below),  which  top 
the  list  of  operating  systems  used 
today.  Different  OSs  are  designed  for 
different  kinds  of  computers; 
Windows  runs  on  PCs,  whereas 
MVS  runs  on  mainframes. 

An  important  distinction  to  note: 
A  desktop  OS,  such  as  Windows 
2000,  runs  a  single  computer;  a  net¬ 
work  operating  system  (NOS),  such 
as  Novell  NetWare,  controls  how 
groups  of  individual  computers  and 
other  devices  communicate.  An 

NOS  allows  users  to  share  files 
across  a  network  and  to 
access  shared  devices 
such  as  printers, 
scanners,  servers 
and  gateways. 

What  happens 
to  my  OS  when 
my  computer 
crashes? 

Your  system  may 
be  affected  slightly, 
but  a  crash  usually  will 
not  cause  permanent  dam¬ 
age.  Many  factors  come  into 
play  when  one  occurs:  the  design  of 
the  OS  itself,  the  nature  and  severity 
of  the  crash,  what  files  and  applica¬ 
tions  were  open  at  the  time,  and  what 
procedures  are  used  to  recover  from 
the  crash.  A  crash  may  affect  the  sta¬ 
bility  of  the  OS,  which  may  make 
another  one  more  likely,  leaving  the 
OS  more  unstable  and  possibly  caus¬ 
ing  the  equivalent  of  a  concussion  in 
your  computer’s  brain. 

-Tom  Wailgum 

BUZZWORDS 

GUI  (pronounced  “gooey”):  The 

graphical  user  interface  is  whatyou  use 
to  give  directions  to  your  computer’s 
operating  system —that  is,  the  pull¬ 


down  menus,  folders  and  icons. 

Flavor:  An  OS  variation  such  as  Unix. 
Different  companies  make  modifications 
to  the  basic  Unix  OS  to  create  their  own 
flavors:  HP-UX,  AIX,  DG-UX,  SCO  Unix, 
Solaris  and  so  forth.  Software  written  for 
the  HP-UX  variant  will  not  work  on  a  sys¬ 
tem  running  Solaris,  even  though  both 
are  Unix  operating  systems.  Ridiculous, 
isn’t  it? 

Crash:  Also  called  abend  (abnormal 
end)  or  bomb;  when  your  computer 
“freezes”  and  you  need  to  reboot. 

What  Are 
Extranets? 

T  MAY  SOUND  LIKE  A  TECHNOL- 
ogy  for  geeks  only.  But  many  peo¬ 
ple  use  extranets  every  day  with¬ 
out  realizing  it — to  track  packaged 
goods,  order  products  from  their  sup¬ 
pliers  or  access  customer  assistance 
from  other  companies.  Log  on  to  the 
FedEx  site  to  check  the  status  of  that 
package  you  sent  this  morning,  for 
example,  and  you’ve  just  used  an 
extranet  in  one  of  its  simplest  forms. 
An  extranet  is  a  mechanism  based  on 
Internet  and  Web  technology  for 
communicating  both  privately  and 
selectively  with  your  customers  and 
business  partners. 

What’s  the  difference  between  an 
extranet,  an  intranet  and  the 
Internet? 

First  there  was  the  Internet,  which  is 
available  for  everyone  to  use.  Then 
businesses  got  smart  and  started 
developing  their  own  intranets  that 
used  the  same  friendly  Web  interface 
but  put  up  firewalls  so  that  only 
employees  could  see  the  information 
on  the  site.  Finally,  the  extranet  was 
created.  It  finds  itself  somewhere  in 
between — there’s  still  a  firewall,  but 
you  allow  only  selected  outsiders, 
such  as  business  partners  and  cus¬ 
tomers,  inside. 

Why  would  you  use  extranets? 
When  done  correctly,  extranets  pro- 
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Managing  information  technology  is  a  real  ♦ 
juggling  act. 

There’s  the  push  for  e-commerce... 
mergers... acquisitions,  spin-offs,  etc. 

And  then,  there’s  your  shrinking  budget 
and  all  the  demands  from  your  users. 

Clearly,  you  need  to  find  more  resources! 

The  availability  of  qualified  IT  professionals 
is  a  major  problem,  especially  when  you 
have  routine  tasks,  e.g.  24x7  production 
support  and  application  maintenance, 
overwhelming  your  best  people. 

Well,  here’s  the  extra  hand  you’re  looking  for. 

Offshore  outsourcing.  It’s  the  solution  one 
out  of  three  Fortune  500  CIO’s  is  already 
using.  And  many  are  using  SVT  America. 

Drawing  on  the  resources  and  talent  of 
one  of  the  most  experienced  offshore 
development  Centers  in  the  world,  your 
local,  on-site  SVI  team  can  tackle  your 
most  complex  application-related  projects. 


Are  you  trying  to  juggle 
more  and  more  projects  with 
fewer  and  fewer  people? 


AMERICA 

The  Offshore  Outsourcing  Experts 

6201  Fairview  Road,  Suite  200  •  Charlotte,  NC  28210 
www.sviamerica.com  •  info@sviamerica.com 

1-888-244-2591 


We  know  our  stuff:  from  legacy  systems 
to  e-commerce;  from  Oracle  Financials  and 
SAP  to  proprietary  application  development. 
At  SVI  America,  we  know  what  were  talking 
about  and  we  speak  your  language  at  every 
level  of  engagement!  Just  ask  any  of  our 
Fortune  500  clients.  They’ll  tell  you  how 
well  we  work  and  how  much  they’re  saving. 

So,  make  the  call.  Contact  SVI  America. 

We  can  turn  a  juggling  act  into  an  award¬ 
winning  performance. 


System  Maintenance  ♦  System  Conversion  ♦  Application  Development  ♦  System  Integration  ♦  Professional  Services  ♦  Data  Management  ♦ 


LEARNING  CURVE 


vide  a  safe  way  to  allow  transac¬ 
tional  business-to-business  activities 
and  can  save  your  company  some 
serious  time  and  money.  The  auto¬ 
motive  industry  uses  extranets  to  cut 
down  on  its  redundant  ordering  pro¬ 
cesses  and  keep  suppliers  up  to  date 
on  parts  and  design  changes,  allow¬ 
ing  quicker  response  times  to  suppli¬ 
ers’  problems  and  questions. 
Suppliers  can  receive  proposals,  sub¬ 
mit  bids,  provide  documents,  even 
collect  payments  through  an  extranet 
site.  An  extranet  has  restricted  (pass¬ 
word-protected)  access,  so  it  may  be 
connected  directly  to  each  party’s 
internal  systems. 

Does  every  company  need  one ? 

Many  view  extranets  as  the  next  era 
in  Web  development.  While  other 
business-to-business  communica¬ 
tions,  such  as  electronic  data  inter¬ 
change  (EDI),  are  out  there,  an 
extranet  is  more  user-friendly 
because  of  its  Web  interface  and 
allows  for  less  regimented  and  more 
ad-hoc  inquiries.  Before  a  company 
can  make  an  attempt  at  harnessing 
the  capabilities  and  profits  gained 
from  using  an  extranet,  a  fully  func¬ 
tioning  intranet  has  to  be  in  place. 

The  benefits  of  extranets,  such  as 
reduced  time  to  market  and  cost  of 
doing  business,  and  faster  access  to 
partner  information,  may  be  out¬ 
weighed  by  the  costs — security,  Web 
servers  and  development,  legacy  sys¬ 
tems  integration,  ongoing  support 
and  maintenance.  Extranets  require 
a  large  amount  of  IS  time  and  en¬ 
ergy,  much  more  than  what  it  takes 
to  get  an  intranet  or  Web  site  up  and 
running,  which  may  place  it  at  the 
bottom  of  the  IS  group’s  to-do  list. 

In  time,  companies  may  be  forced 
to  use  an  extranet  with  their  suppli¬ 
ers  and  customers.  Even  now,  some 
large  corporations  say  they  will  not 
do  business  with  companies  that 
won’t  be  connected  to  a  secure 
extranet  in  the  coming  years. 

-T.W. 

BUZZWORDS 

Firewall:  Software  that  prevents  out¬ 


siders  from  connecting  to  your  network; 
anyone  interested  in  keeping  company 
information  private  should  have  one. 
E-commerce:  For  some  companies, 
electronic  commerce  is  nothing  more 
than  financial  transactions  that  use 
information  technology.  For  others, 
e-commerce  encompasses  a  full  sales 
cycle— including  marketing,  selling  and 
eventually  discontinuing  or  upgrading 
outmoded  products  and  services. 

Web  Server:  Software  and  hardware  on 
which  an  extranet  runs.  It’s  no  different 
from  a  typical  Internet  Web  server, 
except  that  it  should  be  more  secure. 

What  Is 
Bandwidth? 


your  computer,  you  are  moving 
bits  of  information  over  the  net¬ 
work.  Some  activities,  such  as  send¬ 
ing  e-mail,  create  very  little  traffic. 
They’re  like  compact  cars,  if  you 
will.  By  comparison,  if  you  send 
a  large  document  or  an  engineering 
diagram,  that’s  more  like  driving 
a  tractor-trailer  through  the  net¬ 
work  because  you’re  sending  lots 
and  lots  of  bits.  The  more  people 
using  your  corporate  network,  the 
more  congested  the  network 
becomes.  At  first,  that  may  simply 
slow  down  the  system  and  force  you 
to  sit  twiddling  your  thumbs  while 
your  computer  retrieves  the  infor¬ 
mation  you’ve  requested.  If  the  over¬ 
crowding  gets  too  bad,  data  may  get 
lost  in  transit  because  it  crashes  into 
other  stuff. 


IN  THE  PARLANCE  OF  COM- 
puter  jocks,  bandwidth  describes 
the  amount  of  data  a  network 
can  transport  in  a  certain  period  of 
time.  In  other  words,  bandwidth  is  a 
capacity  for  rate  of  transfer,  usually 
expressed  in  bits  per  second.  Think 
of  it  this  way:  Your  corporate  net¬ 
work  is  like  a  highway.  In  a  given 
moment,  only  one  car  per  lane  can 
pass  a  given  point  on  that  highway. 
During  rush  hour,  bottlenecks  cause 
traffic  to  slow  to  a  crawl,  and  you 
arrive  home  late  for  dinner.  Too 
many  cars,  not  enough 
lanes.  It’s  the  same 
when  your  network 
has  too  much 
information  flow¬ 
ing  between 
computers  and 
not  enough 
bandwidth. 

Everything  slows 
down,  and  in 
extreme  cases,  your 
data  may  never  get  to 
where  it’s  going. 

OK.  So  what  does  bandwidth 
mean  for  my  company ? 

Every  time  you  communicate  with 
another  person  or  another  computer 
(like  the  server  or  mainframe)  via 
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If  our  computers  are  slowing 
down,  does  that  mean  I  should  buy 
more  network  bandwidth ? 

Possibly.  Older  networks  (and  even 
modern  modems)  tend  to  move  data 
at  slower  rates.  But  buying  more 
bandwidth  often  means  scrapping 
what’s  in  place  and  upgrading  to  a 
different  kind  of  network  technol¬ 
ogy  altogether.  You  can’t  always 
pave  over  the  old  road  to  build  a 
bigger  one;  you  have  to  dig  up  the 
old  road  first. 

Many  networks  today  are 
based  on  a  technology 
called  Ethernet,  which 
has  a  standard  band¬ 
width  of  10Mbps 
(10  million  bits 
per  second);  in 
one  second,  10 
megabits  of  data 
can  move 
through  any 
given  spot  on  the 
network.  And  the 
'  new  Fast  Ethernet  has 

transmission  speeds  of 
100Mbps.  As  technology 
continues  to  evolve,  even  more 
advanced  networks  have  been  devel¬ 
oped  that  offer  transmission  rates 
greater  than  lGbps  (that’s  gigabits, 
or  1  billion  bits,  per  second). 
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LEARNING  CURVE 


Of  course,  the  bottleneck  that’s 
hampering  your  computer’s  perfor¬ 
mance  could  be  located  in  some  area 
other  than  the  network.  The  central 
servers  might  just  be  too  scrawny,  or 
they  might  need  a  faster  way  to  get 
at  the  data  in  central  storage.  It’ll 
take  some  careful  analysis  to  locate 
the  problem.  And  then,  you  can’t 
just  throw  money  at  it  (music  to 
your  ears,  no  doubt).  You’ll  have  to 
evaluate  what  will  provide  the  most 
bang  for  your  buck.  -D.S. 

BUZZWORDS 

ATM,  Frame  Relay,  ISDN:  These  are 
examples  of  broadband  technologies.  If 
Ethernet  is  a  dirt  road,  these  networks 
are  a  paved  superhighway.  Need  we 
mention  that  they  also  cost  a  lot  more 
than  Ethernet? 

Broadband:  A  general  term  for  networks 
that  provide  extremely  high  bandwidth. 
Collision:  My  bits  and  your  bits  try  to 
use  the  same  part  of  the  network  at  the 
same  time.  Bonk!  Many  networks, 
including  Ethernet,  use  collision  detec¬ 
tion  techniques  to  help  ensure  your 
transmission  gets  through  intact. 

Wary  of 
Groupware? 

Groupware  is  notoriously 
tough  to  define.  Its  naysayers 
(and  there  are  many)  might 
describe  it  as  teamwork  software 
that’s  more  powerful  than  mejre 
e-mail  and  less  useful.  Its  propo¬ 
nents,  on  the  other  hand,  will  tell 
you  that  groupware  is  a  kind  of  soft¬ 
ware  that  functions  much  like  the 
conductor  does  in  an  orchestra. 
While  the  conductor  doesn’t  actually 
create  any  music,  he  or  she  makes  all 
the  musicians  sound  better  by  help¬ 
ing  them  stay  on  the  same  beat  and 
in  harmony.  Similarly,  team  mem¬ 
bers  are  more  productive  when  they 
collaborate  and  share  ideas.  Group- 
ware  provides  a  framework  for  that 
teamwork. 


What  specifically  does  teamwork 
software  do ? 

Groupware  packages  are  diverse  in 
the  functions  they  offer.  Most 
include  a  shared  database  where 
team  members  can  work  on  com¬ 
mon  documents  and  hold  electronic 
discussions.  Some  include  group 
schedulers,  calendars  and/or  e-mail. 
Others  focus  on  real-time  meeting 
support.  Combined,  these  pieces 
allow  team  members  to  work  on  a 
single  document,  discuss  ideas 
online,  maintain  records,  and  priori¬ 
tize  and  schedule  team 
work  and  meetings.  A 
true  groupware  pack¬ 
age  should  include 
several  of  these 
functions,  not 
just  one. 

By  that  nar¬ 
row  definition, 
examples  of 
groupware  include 
Lotus  Development 
Corp.’s  Lotus  Notes,  \ , 

Microsoft  Corp.’s 
Exchange,  Novell  Inc.’s 
GroupWise,  Netscape 
Communications  Corp.’s  Collabra 
Share  and  Ventana  Corp.’s 
GroupSystems.  Some  software  com¬ 
panies  are  trying  to  co-opt  the  term 
to  describe  document  management 
software  or  pure  e-mail  packages. 
That,  however,  is  playing  loose  with 
the  terminology,  adding  to  the  con¬ 
fusion  about  what  groupware 
means. 

Why  are  people  so  excited  about 
groupware ? 

Groupware,  when  implemented  cor¬ 
rectly,  allows  companies  to  share 
information  better.  At  CIO,  for 
example,  we  brainstorm  to  come  up 
with  the  best  topics  for  our  articles. 
Using  Lotus  Notes  to  facilitate  our 
story  development  process,  I  type  a 
rough  idea  in  the  Notes  discussion 
database,  then  await  my  colleagues’ 
responses  or  suggested  sources.  I  can 
have  daily  online  discussions  with 
writers  and  editors  to  determine  the 
merits  of  each  idea.  Since  the  process 


is  ongoing,  I  don’t  have  to  wait  for  a 
big  meeting  to  get  people  thinking 
about  my  proposal,  and  they,  in 
turn,  can  respond  minutes  or  days 
later  at  their  convenience  (particu¬ 
larly  useful  for  our  bureau  on  the 
Left  Coast).  In  addition,  Notes  lets 
us  develop  a  custom  contacts  data¬ 
base  application,  so  we  can  share 
our  IS  sources. 

So  why  do  some  say  it’s  less  useful 
than  e-mail? 

That  contacts  database  I  men¬ 
tioned?  Nobody  uses  it. 

Groupware  tends  to 
require  changes  in 
the  way  users 
work,  which 
means  it  hits 
much  more  cul¬ 
tural  resistance 
than  e-mail.  It’s 
a  bit  unfair  to 
say  groupware  is 
less  useful  than 
e-mail,  but  because 
it’s  so  much  harder  to 
learn,  it  demands  a  lot  more 
training  (and  prodding)  for  end 
users.  Users  don’t  always  dive  in  as 
they  typically  do  with  e-mail  or 
intranets.  For  this  reason,  some 
companies  prefer  instead  to  use 
those  two  technologies  to  facilitate 
teamwork.  So  be  warned:  Buying  a 
groupware  package,  plugging  it  in 
and  expecting  a  magic  transforma¬ 
tion  to  occur  is  an  E-Z  Bake  recipe 
for  failure.  Using  groupware  suc¬ 
cessfully  requires  a  commitment  to 
cultural  and  process  change  from 
management  down. 

-D.S. 

BUZZWORDS 

Collaborative  Computing:  The  act  of 

computer-aided  teamwork. 

Replication:  The  process  through  which 
computers  synchronize  data.  It  ensures 
everybody  is  looking  at  the  most  current 
version  of  a  document,  particularly  if 
some  users  are  working  remotely. 
Workflow:  Automates  the  routing  of 
documents  and  data  through  the  proper 
sequence  of  workers.  BE! 
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TURNING  KNOWLEDGE  INTO  PROFIT 


Operation  Brain-Trap 

By  banishing  paper,  a  Spanish  consulting  firm  forces  its  employees 

to  share  their  knowledge  online 

BY  GARY  ABRAMSON 


IN  THE  FALL  OF  1997,  AN  UNUSUAL  RITUAL  MARKED 
the  end  of  each  workday  at  an  international  consulting 
firm  near  Barcelona,  Spain.  Inside  the  16th  century  stone 
manor  that  serves  as  the  company’s  headquarters,  an 
employee  made  the  rounds  of  each  desktop  and  swept 
all  paper  into  a  big 
carton  that  was 
left  in  the  middle 
of  the  room.  Once 
a  week,  the  con¬ 
tents  of  the  carton 
were  recycled.  No 
questions  asked.  A 
reckless  practice,  it 
would  seem,  for  an 
information-based 
business. 

Hardly.  This  ex¬ 
treme  cleanup  was 
a  risk  (or  perhaps 
an  embarrassment) 
mainly  for  any  con¬ 
sultant  who  vio¬ 
lated  the  company 
rule  of  keeping 
nothing  valuable 
on  paper.  But  for  the  company,  it  was  one  of  several  carefully 
designed  and  rigorously  implemented  practices  that  amount 
to  a  radical  approach  to  managing  intellectual  capital.  The 
consultants  got  the  message  quickly;  within  four  months,  the 
cardboard  box  itself  got  tossed  once  everyone  learned  to 
eschew  paper.  Today,  the  occasional  stray  papers  left  behind 
after  a  meeting  get  snatched  up  by  the  office  manager  and  recy¬ 
cled  a  week  later.  The  consultants  not  only  accept  the  drill — 
which  includes  someone  cleaning  off  their  laptops’  hard  drives 
when  they  return  from  business  travel — they  also  understand 
that  such  measures  are  the  foundation  of  their  company’s  very 
survival. 

What  is  the  method  behind  this  madness?  By  demanding 
that  any  knowledge  of  the  company’s  clients,  methodology 


and  operations  be  immediately  funneled  into  a  single,  digital 
depository  accessible  to  all  staff,  Cluster  Competitiveness,  as 
the  company  is  known,  aims  to  make  all  of  its  consultants 
equally  capable  of  serving  a  client  at  the  highest  level.  And  from 
any  location  (the  company  currently  operates  on  two  conti¬ 
nents).  A  newly  minted 
MBA  is  expected  to  be 
able  to  lead  a  client 
engagement  right  from 
the  start,  albeit  with 
some  tutoring  from  the 
sidelines.  At  any  com¬ 
pany,  this  sounds  like  a 
leap  of  faith. 

A  Market-Based 
IC  Policy 

The  company’s  founder 
and  president,  Emiliano 
Duch,  says  this  leap,  and 
the  operating  model  it 
requires,  was  dictated  by 
two  factors:  the  company’s 
fast-growth  strategy  and 
the  niche  market  in  which 
his  company  competes. 
Cluster  Competitiveness  is  one  of  a  small  number  of  players 
in  a  relatively  young  category.  These  strategic  consultants  are 
devoted  to  boosting  economic  development  through  the 
establishment  or  strengthening  of  industry-specific  geographic 
clusters,  such  as  the  optics  industry  cluster  around  Tucson, 
Ariz.,  or  the  leather  tanning  cluster  in  Northern  Italy  (see 
“Cluster  Power,”  CIO  Section  2,  Aug.  15,  1998).  Since  its 
clients  are  mainly  government  agencies  and  small  to  medium- 
size  companies,  Cluster  Competitiveness  cannot  command 
the  fees  of,  say,  a  McKinsey  &  Co.  And  therefore,  explains 
Duch,  he  can’t  make  the  offers  needed  to  recruit  at  places  like 
Harvard,  where  he  trained  and  worked  under  Michael  E. 
Porter,  the  guru  of  the  cluster  theory.  He  also  can’t  bring  in 
senior  talent  from  competitors,  both  because  of  salary  limits 
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and  because  his  firm’s  knowledge¬ 
sharing  culture  doesn’t  suit  many  of  them. 
(“You  can  always  tell  who  considers 
themselves  a  star,”  he  says,  recalling  a 
former  Boston  Consulting  Group  em¬ 
ployee  with  a  PhD  from  MIT  who  briefly 
worked  at  his  company.  “He  wouldn’t 
save  his  presentation,  analysis  and  inter¬ 
views  where  he  [was  supposed  to].  He 
thought  it  all  should  remain  in  his  head.”) 

Because  Cluster  Competitiveness  is 
expanding  quickly,  opening  new  offices 
in  France  and  Italy,  and  negotiating 
joint  ventures  in  Latin 
America,  it  can’t  af¬ 
ford  a  long  training 
cycle  for  its  new 
recruits.  Most  of  its 
senior  consultants  (in 
this  firm,  that  means 
those  with  as  little  as 
two  years  of  experi¬ 
ence)  are  engaged  in 
business  develop¬ 
ment,  while  the  new  arrivals  run  the  day- 
to-day  engagements.  “An  MBA  in  his 
second  year  is  already  heading  the 
development  of  the  French  market,  and 
another  with  four  years  heads  our 
Italian  office,”  says  Duch. 

To  accomplish  the  goal  of  making  its 
junior  staff  capable  of  assuming  this 
high  degree  of  responsibility  and  lead¬ 
ership,  Cluster  Competitiveness  in 
essence  has  had  to  replace  most  of  its 
human  supervision  with  total,  instant 
access  to  all  of  its  intellectual  capital.  It 
has  done  this  through  a  combination  of 
hardware,  software  and  personal  oper¬ 
ating  style  which,  taken  together,  amount 
to  a  rather  quirky  profile  of  what  the 
future  of  knowledge-based  business  may 
look  like. 

Storage  and  Retrieval 
The  company’s  cluster-building  method¬ 
ology  is  stored  as  a  tutorial  file  on  the 
corporate  intranet.  A  comprehensive 
document,  it  includes  27  steps  for  a 
client  engagement,  down  to  how  to 
hold  a  reception  (serve  canapes  so  that 
people  can  talk  without  feeling  clumsy 
handling  food).  Some  in-house  training 
is  provided,  but  once  an  engagement  is 
on,  Duch’s  staff  uses  Microsoft  Project 
software  to  plan  and  schedule  all  of  the 
project’s  meetings,  presentations,  inter¬ 
views,  benchmarking  trips  and  the  like. 


They  also  rely  on  a  custom  application 
called  Poeta,  which  integrates  the  com¬ 
pany’s  Access  and  Outlook  systems  to 
keep  track  of  all  the  relationships  with 
the  participants  in  each  project.  Through 
Poeta,  every  contact — including  mass 
mailings,  private  meetings,  e-mails  and 
follow-up  of  phone  conversations — is 
recorded  in  an  Access  database  that  acts 
as  a  comprehensive  contact  log.  Poeta 
also  updates  the  consultants’  personal 
agendas  in  Outlook  as  appropriate. 
“Basically,  Poeta  simplifies  the  adminis¬ 


trative  and  logistic  part  of  a  case,  leav¬ 
ing  much  more  time  to  the  consultants 
to  think  about  the  analytic  parts,” 
explains  Duch. 

The  lode  of  accumulated  case  mate¬ 
rial  since  the  firm  began  in  1993  resides 
on  a  server  and  is  accessed  via  the  com¬ 
pany  intranet,  as  is  all  company  news. 
Other  more  informal,  or  tacit,  knowl¬ 
edge  is  put  into  a  separate  “war  stories” 
database  about  client  experiences  and 
traded  at  FOAM  (Fortnightly  All 
Together  Meeting),  a  three-hour  pow¬ 
wow  during  which  the  entire  staff 
trades  tales  of  its  latest  experiences  and 
company  business.  For  example,  at  one 
FOAM,  after  reviewing  an  audio  tape 
of  a  presentation  in  which  one  participant 
got  very  irritated,  the  consultants  then 
analyzed  how  they  dealt  with  him.  The 
company  also  holds  semiannual  offsites 
and  encourages  informal  knowledge 
sharing  with  a  Spanish  version  of  the 
water  cooler:  a  company  cafeteria  whose 
bar-height  countertops  are  equipped  with 
Web-connected  computer  monitors. 

The  Practice  of  Virtual 
Consulting 

Though  the  system  has  its  bugs— Duch 
admits  that  the  intranet  is  not  as  easy  to 
search  as  consultants  would  like — it  seems 
to  work.  While  visiting  a  client  in  Brussels, 
for  example,  Cluster  Competitiveness 


consultants  were  unexpectedly  asked  to 
give  a  presentation  the  following  morn¬ 
ing  to  the  client’s  board.  They  had  no 
material  with  them,  not  even  a  laptop. 
And  it  happened  to  be  a  holiday  in 
Barcelona.  But  they  used  the  client’s  Inter¬ 
net  access  and  in  10  minutes  had  down¬ 
loaded  what  they  needed  for  their  presen¬ 
tation  from  the  Cluster  Competitiveness 
intranet  housed  at  the  ISP. 

The  company  now  has  one  other 
office,  in  Varese,  Italy,  that  accesses  all 
company  information  on  the  company’s 


intranet  via  an  ISDN  line  (the  fastest 
available  in  much  of  Europe).  But  the 
Italian  office  has  no  server.  “There  was  a 
case  we  studied  at  Harvard  about  casi¬ 
nos,”  Duch  explains.  “The  croupiers’ 
jacket  pockets  are  sewn  shut.  That’s  the 
philosophical  argument  behind  it.” 

Consultants  based  at  the  home  office 
don’t  have  it  any  easier.  Nobody  has  his 
or  her  own  desk,  though  everyone  has 
cubbies  for  personal  belongings.  There 
is  a  quiet  room  and  a  room  for  making 
phone  calls,  but  consultants  are  expected 
to  bring  their  company-issued  mobile 
phone  because  there  isn’t  anything  else. 
The  cell  phones  do  have  an  advantage, 
however:  Consultants  can  use  them  in 
any  country  that  has  GSM  (global  sys¬ 
tem  for  mobile  communication)  to  access 
e-mail  via  their  laptops’  modems. 

The  corporate  library  likewise  has 
gone  virtual — with  one  notable  excep¬ 
tion.  Over  the  course  of  a  typical  four- 
to  five-month  engagement,  each  client 
case  team  has  the  “right”  to  fill  one  of 
the  cardboard  boxes  that  sit  against  a 
wall  at  headquarters  and  one  file 
drawer.  When  a  project  is  over,  it’s  all 
thrown  out.  (Rare  exceptions  are 
reports  handed  over  by  a  client  that 
can’t  be  obtained  in  the  free  market). 
Most  of  the  industry  reports,  articles 
and  presentations  can  be  posted  or 
found  on  the  Web,  Duch  says,  or 


A  tutorial  of  the  company’s  methodology  includes 
27  steps  for  a  client  engagement,  down  to  how  to 
hold  a  reception  (serve  canapes  so  that  people  can 
talk  without  feeling  clumsy  handling  food). 
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requested  again  if  needed.  If  they  are 
no  longer  available,  then  they’re  cer¬ 
tainly  outdated  anyway,  he  says. 

Global  Growth  with  an 
Industrial  Model 
What  Cluster  Competitiveness  has  cre¬ 
ated  is  essentially  a  new,  IT-enabled 
solution  to  a  very  old  problem.  Only  a 
couple  of  centuries  ago,  masters  of  a 
trade  still  spent  seven  years  training  an 
apprentice,  knowing  full  well  that  the 
young  craftsman  would  strike  out  on  his 
own  one  day.  For  a  while,  the  master 
benefited  from  some  rather  cheap  labor 
(and  didn’t  have  to  worry  about  head¬ 
hunters).  But  the  most  critical  work  still 
fell  to  the  boss,  and  just  when  the 
youngster  had  acquired  nearly  all  the 
skills  to  handle  any  task,  those  skills 
walked  out  the  door.  Because  Cluster 
Competitiveness  has  designed  a  system 
to  capture  all  its  IC  and  prevent  indi¬ 
vidual  hoarding,  it  stands  to  lose  less 
when  someone  leaves,  and  it  can  pro¬ 
vide  its  new  arrivals  with  easier  and 
fuller  access  to  the  company’s  collective 
knowledge.  Duch  says  the  learning 
curve  has  flattened  significantly: 
Measured  training  capacity  has  risen 
100  percent  over  the  past  four  years.  “It 
would  have  been  absolutely  impossible 
to  learn  and  act  on  the  company’s 
methodology  without  the  electronic 
approach,”  says  Alfredo  Garcia,  a 


senior  consultant  who  has  been  at  the 
company  for  just  one  year.  “The  alter¬ 
native  would  have  been  to  learn  the 
phases  side  by  side  with  an  experienced 
consultant,  and  this  represents  more 
than  six  months  of  time  ‘lost.’” 

Now  that  Duch’s  company  is  grow¬ 
ing,  its  all-consultants-are-equal  strategy 
is  becoming  even  more  necessary.  “If  we 
had  to  teach  apprentices,  we  could  add 
at  most  two  or  three  consultants  a  year;” 
Duch  says.  What  he  calls  an  industrial 
model  of  consulting,  where  everyone  can 
rely  on  a  common  store  of  intellectual 
capital,  means  he  can  hire  far  more — up 
to  50  percent  of  the  staff. 

The  firm  measures  the  ROI  of  this 
strategy  through  several  metrics  that 
demonstrate  a  sharp  increase  in  new  con¬ 
sultants’  billing  capacity  and  a  drop  in 
training  costs  since  the  KM  strategy  was 
implemented  four  years  ago.  (See  “KM 
Metrics  for  the  Virtual  Office,”  below.) 
More  important,  Duch’s  clients  agree 
that  the  strategy  delivers.  “The  only  thing 
that  counts  is  the  results,  and  the  results 
they  delivered  were  very  strong,”  says 
Kurt  Konig,  head  of  the  Innovation 
department  at  the  European  Union’s 
directorate  for  small  business  in  Brussels. 
Konig  hired  Duch’s  firm  for  a  recently 
completed  three-year  project  to 
strengthen  the  European  motor  scooter 
cluster  in  Spain,  France  and  Italy.  Konig 
argues  that  because  the  cluster  strategy 


was  developed  only  in  the  early  ’90s  and 
has  been  put  into  practice  over  the  last 
couple  of  years  in  Europe,  “on  an  indus¬ 
try  level,  it  doesn’t  have  much  history  yet, 
so  the  age  of  consultants  is  not  much 
of  an  issue.”  He  endorses  Cluster 
Competitiveness’s  KM  strategy.  “The 
way  they  have  organized  this  electronic 
storage  in  house,  [relying  on]  rather 
young  people,  seems  to  work,”  he  says. 

Duch  and  other  senior  consultants 
provide  the  experience  the  EU  needs  to 
have  confidence  in  the  firm  while 
enabling  the  junior  people  to  handle 
most  of  the  job,  he  says.  As  an  added 
benefit,  clients  can  also  reap  advantage 
through  limited  access  to  Cluster 
Competitiveness’s  digital  storage  sys¬ 
tem,  he  says. 

This  IC  strategy  extends  to  the  way 
the  company  has  forged  relationships 
with  other  cluster  methodology  consult¬ 
ing  firms  and  nonprofits.  These  organi¬ 
zations,  of  which  there  are  about  10  in 
the  world,  have  banded  together  to  form 
The  Competitiveness  Institute  (www. 
competitiveness.org),  a  nonprofit  organ¬ 
ization  through  which  they  exchange 
best  practices  and  information.  They 
now  also  sell  each  other  industry- 
specific  analysis  via  an  extranet  of  The 
Competitiveness  Institute.  Duch  says  this 
market  for  intellectual  capital  on  clusters 
helps  cover  the  cost  of  gathering,  record¬ 
ing  and  storing  relevant  data. 

Perfecting  the  System 
There  have  been  hitches  as  the  company 
instituted  these  changes.  One  senior  and 
one  junior  consultant  have  left  because 
they  could  not  accept  the  total  sharing. 
When  new  consultants  first  were  told  to 
lead  their  own  engagements,  in  1997, 
the  failure  rate — the  percentage  of  new 
consultants  who  could  not  lead  a  client 
engagement  alone  (with  limited  super¬ 
vision)  after  six  months — was  50  per¬ 
cent.  Last  year  it  was  down  to  30  per¬ 
cent.  Duch  expects  this  year’s  figure  to 
be  even  lower. 

“To  me,  the  best  sign  that  this  is 
working  is  that  I  don’t  have  to  add  value 
to  the  cases;  I  give  lectures  and  do  PR. 
A  good  MBA  can  now  do  the  second 
case  almost  by  himself.”  BEl 


Gary  Abramson  is  a  former  senior 
writer  at  CIO. 


KM  Metrics  for  the  Virtual  Office 


Cluster  Competitiveness  measures  the  success  of  its  paperless  office  strategy  by  tracking 
the  cost  of  training  a  consultant  up  to  the  level  of  case  leader  (CL),  the  number  of  consul¬ 
tants  who  can  be  trained  simultaneously  and  billings  by  consultant.  The  values  for  1 995- 
96  are  set  at  1 00,  and  the  results  for  the  next  three  years  are  indexed  to  that  year. 

1995-96  1996-97  1997-98  1998-99 


Training  cost  up  to  CL 

100  100  100 

71 

Training  capacity 

100 

100 

150 

200 

Billings  by  consultant 

100 

166 

221 

226 

SOURCE:  CLUSTER  COMPETITIVENESS,  1999 
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COMPREHENSIVE  BUSINESS  SOLUTIONS.  Keeping  up  with  technology  these  days  is  like  trying  to  change  a 
tire  on  a  moving  car.  Nobody  knows  this  better  than  today's  IT  managers.  Demands  on  their  time  to 
improve  efficiency  and  profitability  increase  almost  hourly.  What  they  need  is  someone  in  their 
comer.  And  more  companies  are  finding  that  ally  in  BellSouth?  An  ally  that  brings  vast  experience  in 
information  technology  to  the  table.  An  ally  with  technical  experts  in  mission  critical  areas  such  as 
voice  and  data  integration  and  web-enabled  services.  As  well  as  a  full  array  of  applications,  right 
down  to  the  day-to-day  tasks  like  network  and  router  management.  All  backed  by  an  advanced, 
reliable  network  built  for  the  changing  demands  of  business.  All  of  which  means  you  can  spend 
less  time  putting  out  firfl,  and  more  time  starting  them.  Under  your  competition.  Put  BellSouth 

know  how  to  work  for  you.  www.bellsouth.com/business  ©  BELLSOUTH 

Know  How 


Handshake 


STAYING  IN  TOUCH  WITH  THE  CUSTOMER 


Are  Your  IT  Priorities 
Upside  Down  ? 

If  you’re  not  concentrating  your  IT  dollars  at  the  front  lines — 
where  the  company  meets  the  customer — you  may  very  well  end  up 

at  the  back  of  the  pack 

BY  JAGDISH  N.  SHETH  AND  RAJENDRA  S.  SISODIA 

You’ve  finally  done 
it.  After  30  grueling 
months  of  implementing 
an  enterprise  resource 
planning  system,  your 
managers  now  have  access  to  data 
that’s  integrated  companywide.  But 
while  you  were  busy  getting  your 
financial  data  in  sync  with  your  man¬ 
ufacturing  data,  an  upstart  competi¬ 
tor  invested  its  resources  in  cutting- 
edge  technology  for  its  frontline  staff. 

Your  competitor  now  has  happier 
employees  and  more  satisfied  cus¬ 
tomers,  and  has  managed  to  increase 
market  share  and  profits.  Your  prof¬ 
it  margin  hasn’t  budged  and  cus¬ 
tomer  churn  is  as  high  as  ever.  Are 
your  IT  priorities  upside  down? 

In  traditional  top-down  organiza¬ 
tions,  most  IT  investments  focus  on 
executive  information  systems  (EIS) 
and  back-office  systems  (such  as  man¬ 
ufacturing  information  systems,  mar¬ 
keting  information  systems  and  HR 
information  systems)  with  the  front 
lines  getting  only  low-level,  mature 
transaction  support  systems  (such  as 
automated  cash  registers  or  sales  con¬ 
tact  management  systems).  These 
companies  typically  graft  on  separate 
data  collection  systems  to  drive  their 
EIS  and  back-office  systems,  sampling 
a  random  subset  of  customers  or  con- 
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of  their  business  tend  to  make  their  biggest  IT  investments  in 
technology  used  by  executives  and  middle  management;  frontline  employees  use  only  mature, 
transaction  support  systems.  invest  most  heavily  in  cutting-edge  IT 

at  the  front  lines,  where  the  company  comes  into  contact  with  the  customer;  executive 
information  systems  and  back-office  systems  serve  as  support  systems. 


What’s 


Chances  are,  if  your  HR  outsource  solution  is  patched 
together  in  a  multi-vendor  arrangement,  it’s  not  exactly 
seamless— much  less,  fully  integrated.  reSOURCE 
PARTNER  provides  single-source  design,  implementation, 
hosting  and  management,  using  a  personalized, 
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888.737.7271  ext.  4470 


scalable  approach.  At  reSOURCE  PARTNER,  we  deliver 
seamless,  end-to-end  outsource  solutions  that  work. 
It’s  that  simple. 


reSOURCE 

PAR  T  N  E  R 
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www.resourcepartner.com 


W 

.... 

certified 

§§  Outsourcing  Partner  {j 

PeopleSoft  HR  and  Financial 


Information  Technology 


Benefits  and  Pension  Administration 


Handshake 


Three  Steps  to  a  Successful  FIS  Implementation 

There’s  more  to  FIS  than  cutting-edge  technology 


Choose  competent  frontline  employees  and 
empower  them  to  make  decisions. 

Companies  that  invest  in  FIS  (frontline  information  systems) 
cannot  succeed  unless  they  believe  in  true  empowerment 
and  the  democratization  of  power  and  prestige.  However,  it 
makes  little  sense  to  empower  incompetent  people. 
Historically,  the  caste  system  in  U.S.  business  has  relegated 
frontline  workers  to  the  lowest  rungs  with  little  opportunity 
for  advancement.  Most  such  employees  are  poorly  edu¬ 
cated  (high  school  or  less),  and  most  companies  invest  little 
in  their  training.  Their  skills  sets  are  limited  to  begin  with 
and  become  further  obsolete  over  time. 

The  flip  side  is  that  inadequate  frontline  systems  can  ren¬ 
der  the  most  competent  employees  helpless.  Too  often,  custo¬ 
mer  contact  employees  are  forced  to  apologize  to  customers 
for  the  poor  performance  or  incompleteness  of  their  systems. 
The  combination  of  a  high  quality  FIS  with  competent  and 
motivated  frontline  employees  is  hard  to  beat;  the  opposite 
combination  represents  a  waste  of  human  resources. 

For  most  corporations,  adopting  FIS  requires  a  major  cul¬ 
tural  shift.  In  addition  to  believing  in  empowerment,  they 
must  hire  high-quality  workers  for  frontline  positions  and 
measure  and  pay  for  superior  performance.  They  must  also 
invest  in  the  ongoing  education  and  skill  enhancement  of 
frontline  employees. 

Redesign  processes  to  reflect  customer  needs. 

Process  is  important,  especially  in  a  company  that  lives 
or  dies  by  its  FIS.  Dell,  for  example,  has  more  than  200 
process-related  patents.  Successfully  implementing  FIS 
requires  a  front-to-back  redesign  of  all  internal  processes  to 
serve  external  imperatives— profitable  customer  satisfac¬ 
tion  and  loyalty— rather  than  internal  goals.  Having 
redesigned  the  frontline  processes,  companies  must  then 
integrate  their  back  offices  and  supply  chains  to  enable  the 


new  customer-centric  frontline  processes. 

The  primary  imperative  at  the  front  line  is  full  integration 
around  the  customer;  marketing  (pre-sale),  sales  and  cus¬ 
tomer  service  (post-sale)  must  all  come  together  seamlessly. 
This  requires  significant  organizational  change,  as  most 
companies  are  still  characterized  by  vertical  silos  separating 
these  and  other  functions.  In  fact,  companies  must  be  will¬ 
ing,  if  appropriate,  to  bypass  human  interfaces  altogether, 
giving  customers  direct  access  to  the  technology. 

Few  CIOs  have  an  adequate  understanding  of  their  com¬ 
panies’  customers,  and  most  thus  do  not  understand  the 
need  for  a  customer-centric  rearrangement  of  workflow.  The 
back-office  systems  and  EIS  must  serve  the  FIS,  and  not  vice 
versa.  If  not,  implementing  an  FIS  will  accelerate  failure 
rather  than  success. 

Exploit  the  Internet. 

The  Internet  is  an  ideal  platform  for  taking  FIS  to  a  higher 
level,  both  in  terms  of  effectiveness  and  efficiency.  Before 
the  Internet  gained  a  critical  mass  of  corporate  acceptance, 
many  companies  found  it  cost-prohibitive  to  deploy  front¬ 
line  systems  for  the  mass  market.  Airlines  were  perhaps  fur¬ 
thest  along  in  deploying  FIS,  using  shared  customer  reserva¬ 
tion  platforms  for  travel  agents.  However,  they  did  not  find  it 
feasible  to  extend  that  capability  to  individual  customers. 

The  importance  of  the  Internet,  a  highly  versatile  shared 
infrastructure,  cannot  be  overstated;  rare  is  the  business 
that  can  shoulder  the  costs  of  infrastructure  on  its  own. 
Transactions  burdened  with  the  costs  of  a  dedicated  infra¬ 
structure  are  almost  always  priced  out  of  the  reach  of 
potential  customers.  With  the  Internet,  infrastructure  costs 
are  low  and  equitably  distributed  across  companies.  A  small 
investment  allows  companies  to  leverage  the  extraordinary 
reach  and  exploding  capabilities  of  the  whole  system. 

-J.  Sheth  and  R.  Sisodia 


ducting  periodic  surveys.  Frontline  func¬ 
tions  (including  sales,  installation,  cus¬ 
tomer  service,  technical  support)  are  each 
managed  separately  and  optimized  lo¬ 
cally,  and  are  therefore  disjointed  and  not 
integrated.  Even  in  companies  that  have 
implemented  enterprise  resource  plan¬ 
ning  (ERP)  systems,  frontline  customer- 
contact  employees  continue  to  occupy 
the  lowest  tier  in  terms  of  status,  respon¬ 


sibility  and  compensation  levels,  and 
consequently  they  tend  to  have  low 
morale  and  high  turnover.  Their  impact 
on  customer  satisfaction,  however,  is 
arguably  greater  than  that  of  any  other 
group.  Not  surprising,  such  companies 
are  beset  by  high  levels  of  customer  dis¬ 
content  and  churn,  and  weak  financial 
performance. 

Forward-looking  companies,  however, 


focus  on  deploying  cutting-edge  IT  di¬ 
rectly  at  the  front  lines  for  use  by  cus¬ 
tomer-facing  employees  as  well  as  for 
direct  access  by  customers  (see  “Frontline 
Information  Systems,”  Page  84).  Infor¬ 
mation  needed  for  monitoring  and  con¬ 
trol  is  captured  at  the  source  and  fed 
directly  to  back-office  systems  and  EIS;  it 
is  detailed  (every  transaction  is  captured, 
making  it  possible  to  drill  down  to  the 
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More  applications.  More  users. 
More  data.  No  wonder  your  DB2 
database  keeps  getting  fatter 
and  slower. 

Database  vendors  push 
performance  utilities.  Hardware 
people  push  disk  space.  We 
have  a  simpler,  less  expensive 


OUR  DB2  DATABASE  IS  GROWING  OUT  OF  CONTROL.  I  NEED 
AN  EFFECTIVE  WAY  TO  KEEP  IT 
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Archiving  data 
Web  applications 
ERP  integration 
Mobile  computing 
Application  testing 


yet  more  powerful  solution  — 
archive  your  data. 

With  Princeton  Softech’s  Archive  for 
DB21;  you  get  an  efficient,  orderly  way  to 
remove  large  amounts  of  old  data  from 
your  DB2  database  and  archive 
it  —  without  having  to  write,  debug 
or  maintain  complex  custom 
programs.  This  keeps  your 
production  databases  optimized 
and  saves  disk  space. 

And  your  archived  data  is  within 
easy  reach.  You  can  quickly  browse 
it  to  find  answers  or  selectively 
or  wholly  restore  data  with  pinpoint 
accuracy  and  integrity.  Every  time. 


PRINCETON 


Stay  in  shape.  Visit  princetonsoftech.com/moves  or  call 
1.800.457.7060  for  a  copy  of  our  white  paper  “Archive  for  DB2: 
An  Archiving  Strategy  for  Complex  Enterprise  Databases.” 

<?>  1999  Princeton  Softech.  Inc.  All  rights  reserved. 
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Handshake 


level  of  individual  customers)  and  timely 
so  that  it  represents  a  rich  source  for  anal¬ 
ysis  and  enables  the  development  of  per¬ 
sonalized  offers  for  specific  customers.  In 
these  companies,  frontline  employees  are 
highly  professional  and  competent. 

Such  technology  deployments  can 
provide  companies  with  sustainable 
competitive  advantage  because  empow¬ 
ering  frontline  employees  with 
powerful  information  tools  has 
a  large  and  demonstrable  impact 
on  customer  satisfaction  and 
retention.  Evidence  marshaled  by 
Frederick  F.  Reichheld  in  The 
Loyalty  Effect:  The  Hidden 
Force  Behind  Growth,  Profits, 
and  Lasting  Value  (Harvard 
Business  School  Press,  1996) 
clearly  demonstrates  that  retain¬ 
ing  the  right  frontline  employees 
contributes  significantly  to  cus¬ 
tomer  loyalty,  which  in  turn  leads 
to  greater  profitability.  Process 
redesign,  automation  and  the  use 
of  sophisticated  frontline  information 
systems  can  greatly  raise  frontline 
employee  productivity  while  increasing 
customer  satisfaction  and  thus  retention. 

Frontline  Systems  in  Action 

High-performance  companies  such  as 
General  Electric,  Dell,  Wal-Mart,  Cisco, 
Ingram  Micro  and  USAA  have  all  in¬ 
vested  heavily  in  frontline  information 
systems  (FIS).  Examples  of  aggressive — 
and  successful — adopters  of  cutting-edge 
FIS  include  Federal  Express  (with  its 
early  use  of  wireless  scanning  devices  and 
current  leveraging  of  the  Internet  to  pro¬ 
vide  customers  with  automated  package 
tracking),  Hertz  (which  automatically 
creates  customized  maps  and  uses  wire¬ 
less  technology  to  process  car  returns) 
and  Fidelity  (which  equips  its  best  cus¬ 
tomers  with  specialized  pagers  that  can 
be  used  to  initiate  trades  and  can  let  them 
know  when  stock  prices  rise  or  fall  by  a 
given  amount). 

Many  frontline  systems  were  designed 
primarily  for  processing  customers  effi¬ 
ciently.  But  progressive  companies  are 
starting  to  recognize  the  potential  of  FIS 
to  serve  as  a  powerful  marketing  tool.  For 
example,  customer-service  employees 
with  access  to  customer  buying  histories 
can  be  empowered  to  be  more  responsive 
to  customers  and  to  recommend  com¬ 


plementary  products  to  customers  who 
call  in  for  service. 

A  good  FIS  not  only  provides  front¬ 
line  employees  with  industrial  strength 
tools  to  respond  in  real-time  to  customer 
needs,  it  also  makes  available  the  exper¬ 
tise  of  the  entire  company  to  the  individ¬ 
ual  employees  who  serve  customers.  For 
instance,  Andersen  Consulting  equips  its 


consultants  with  a  CD-ROM  called  the 
“Global  Best  Practices  Knowledge  Base,” 
which  contains  best  practice  information 
on  170  business  processes.  Armed  with 
this  proprietary  resource,  Andersen  con¬ 
sultants  can  quickly  show  potential 
clients  how  to  improve  many  basic  busi¬ 
ness  processes. 

Companies  that  leverage  laptop  com¬ 
puters,  wireless  communications  and  the 
Internet  for  their  sales  forces  have 
improved  their  performance  and  pro¬ 
ductivity  in  the  areas  of  account  man¬ 
agement,  lead  management,  literature 
fulfillment,  reporting,  proposal  genera¬ 
tion,  responding  to  customer  inquiries, 
quote  status,  inventory  checking  and  so 
on.  Those  salespeople  spend  less  time  on 
sales  administration  and  paperwork; 
there  is  no  need  for  a  salesperson  to  con¬ 
tact  marketing  for  literature  or  manu¬ 
facturing  for  inventory  availability.  Since 
salespeople  are  not  available  24  hours  a 
day,  technology  can  be  used  to  answer 
customer  questions  and  fulfill  their  needs 
around  the  clock. 

Extraordinary  ROIs 

Successful  FIS  projects  tend  to  generate 
exceptional  ROIs,  with  investment  pay¬ 
back  periods  often  measured  in  months 
or  even  weeks.  Back-office  systems  and 
EIS  projects,  on  the  other  hand,  rarely 


exhibit  ROIs  greater  than  20  percent. 
This  is  because  the  use  of  sophisticated 
FIS  leads  organizations  to  achieve  quan¬ 
tum  improvements  in  both  the  effec¬ 
tiveness  and  efficiency  of  their  market¬ 
ing  activities.  The  unit  costs  of  most 
frontline  technologies  drop  steeply  with 
volume,  making  their  deployment  across 
the  entire  front  line  quite  economical. 

In  general,  FIS  projects  carry 
a  higher  risk  but  a  much  greater 
potential  return;  deploying  them 
successfully  requires  close  part¬ 
nerships  with  IT  suppliers  as 
well  as  a  deep  understanding  of 
customer  behavior.  Many  ven¬ 
dors  are  eager  to  add  greater 
value  to  their  products  by  turn¬ 
ing  them  into  frontline  systems. 
But  beware:  Systems  designed  to 
meet  generic  needs  of  the  aver¬ 
age  customer  may  not  meet  the 
specific  requirements  of  a  com¬ 
pany  seeking  to  provide  top- 
notch  customer  service. 

In  an  increasingly  high-tech  environ¬ 
ment,  technology  alone  cannot  offer  sus¬ 
tainable  competitive  advantage.  Com¬ 
panies  must  develop  very  strong 
interactive  marketing  capabilities;  com¬ 
panies  with  the  strongest,  most  personal¬ 
ized  customer  relationships  will  prevail. 
Technologies  that  enable  and  strengthen 
such  relationships — such  as  frontline 
information  systems — will  be  an  absolute 
necessity  for  companies  that  want  to 
remain  competitive. 

Spending  your  money  where  it  shows 
is  far  better  than  spending  it  on  arcane 
management  information  systems.  That 
visible  frontier  is  the  front  lines,  where 
the  rubber  meets  the  road,  where  the 
company  meets  the  customer  and  where 
futures  are  assured  or  decimated. 

For  too  long,  IT  investments — and 
the  attentions  of  IT  executives — have 
focused  on  the  back  office;  it  is  time  for 
IT  to  move  aggressively  to  the  front 
lines.  It  is  time  to  turn  your  IT  priorities 
upside  down.  HE1 

Jagdish  N.  Sheth  is  the  Charles  H. 
Kellstadt  Professor  of  Marketing  at 
Emory  University’s  Gouizeta  Busi¬ 
ness  School.  Rajendra  S.  Sisodia  is 
Trustee  Professor  of  Marketing  at 
Bentley  College.  He  can  be  reached 
at  rsisodia@bentley.edu. 


A  good  FIS  lets  companies 
respond  in  real-time  to 
customer  needs  and  makes 
available  the  expertise  of 
the  entire  company  to  the 
individual  employees  who 
serve  the  customers. 
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SUCCESSFUL 

IT  Projects. 

Repeatable 
Project  Success. 

Happy 

Project  Teams. 

Must  Be 

Primavera  TeamPlay. 


Introducing  Primavera  TeamPlay™  —  the  only 
IT  project  management  solution  that  successfully 
unites  best-practice  methodologies  and  effective 
project  management.  Now  you  can  evaluate  the 
impact  of  all  the  projects  you  take  on  and  make 
certain  they  reinforce  corporate  business  goals. 
Complete  projects  as  promised  using  established 
methodologies  and  draw  upon  lessons  learned 
to  improve  performance  on  future  commitments. 

With  TeamPlay,  project  teams  can  collaborate 
like  never  before.  Developers  know  what  to  do 
and  how  to  do  it.  Project  managers  proactively 
handle  project  issues  and  risks.  Sponsors  see 
measurable  progress  on  their  projects.  Team 
members  can  connect  directly  to  project  details 
over  the  Web  and  post  feedback  on  their 
assignments.  Making  project  success  more 
repeatable  and  enjoyable  for  everyone  involved. 
Which  is  exactly  what  everyone  wants.  And  it's 
available  right  now.  Find  out  today  what  new 
Primavera  TeamPlay  can  do  for  your  projects, 
and  your  people.  Call  1-800-423-0245  or  visit 
www.primavera.com/teamplay 


P  R  I  AA  A.  V  E  R  A. 

TeamPisy 

IT  Project  Management 


on 

TV 


ORACLE 


PRIMAVERA 

How  the  world  manages  projects 


The  On  Oracle  logo  is  a  trademark  of  Oracle  Corporation. 


NON-IS  FXFfllTIVFS  T  A  I  K  TFfHNDl  flfiY 


Partners  HealthCares 

Jay  Pieper 


CIO  Enterprise  talks  with  Jay 
Pieper,  vice  president  of  corporate 
development  and  treasury  affairs 
with  Boston-based  Partners 
Healthcare  System  Inc. 

CIO  Enterprise:  How  do  you  person¬ 
ally  use  information  technology? 
Pieper:  I  have  PCs  at  home  and  at 
the  office,  and  I  use  them  to  do 
everything  from  send  e-mail  to  play 
war  games.  I  also  access  reports 
from  others  in  our  [company] 
on  Partners’  intranet,  and  then 
I  use  the  Internet  to  find  infor¬ 
mation.  Search  engines  are 
getting  better,  and  the  user — 
me — is  probably  getting 
better  at  using  search 
engines  too;  so  surfing 
is  more  productive 
than  it  used  to  be. 

How  important  is  the 
strategic  use  of  tech¬ 
nology  to  Partners? 

We’re  primarily 
focused  on  medical 
services  and  operations 
that  can  [migrate  to] 

Web-based  activities. 

Today,  for  example,  indi¬ 
viduals  cannot  access 
their  own  medical 
records  with  any  degree 
of  ease.  In  six  months — at 
maximum,  a  year — that 
capability  will  be  avail¬ 
able  to  the  consumer. 

Today,  of  course,  you  can 
assemble  your  own 


medical  information  and  put  it  in 
your  C  drive,  but  what  you  can  do 
with  it  is  pretty  limited.  As  we  go 
forward,  you  might  be  able  to  get 
[electronically  transferred]  test 
results  and  notes  from  office  visits 
and  add  those  to  your  database.  In 
the  future  you  will  be  able  to  make 
appointments  online  and  can 
expect  your  physician  to  be  using 
[programs  that  indicate  when  cer¬ 
tain  drugs  should  not  be  mixed]  as 
a  regular  part  of  what  he  or  she 
does.  Some  of  these  things 
are  not  yet  strategic,  but  I’m 
absolutely  certain  they  will 
be  in  the  near  term. 

What  changes  will 
technology  bring  to 
Partners  in  the 
future? 

We  will  see  a  re¬ 
inforcement  of 
what  a  lot  of  peo¬ 
ple  consider  the 
consumer  move¬ 
ment  in  medicine. 
Patients  will 
become  more 
knowledgeable  about 
medicine  and  avail¬ 
able  treatments,  and 
that  will  have  major 
implications  as  to 
where  they  choose  to 
receive  their  care.  I 
think  ultimately  elec¬ 
tronic  payment  and  the 
settlement  of  claims 
between  insurers  and 


providers  will  grow  enormously, 
which  will  have  significant  effects 
on  both  costs  and  accuracy. 

Do  non-IS  executives  at  Partners  rec¬ 
ognize  the  importance  of  technology? 

As  people  use  [technology]  them¬ 
selves,  they  start  to  see  and  imag¬ 
ine  what  else  might  be  done  with 
it.  Part  of  the  job  in  the  IS  arena  is 
to  simply  give  [non-IS]  people  ade¬ 
quate  exposure  to  some  ideas 
about  what  new  technologies  can 
do.  Then  they  will  start  to  think 
about  how  they  can  use  them. 
You’ve  got  to  get  them  involved. 
You  can’t  just  roll  out  an  applica¬ 
tion  and  say,  “Here  it  is  for  you.” 

What  particular  moments  in  your 
career  crystallized  the  importance  of 
technology  for  you? 

When  I  was  at  Pabst  Brewing  Co. 
in  the  1970s,  we  installed  one  of 
the  first  remote  terminal  access 
scheduling  and  forwarding  sys¬ 
tems,  which  allowed  us  to  enter 
customer  orders  and  put  them 
into  the  production  schedule.  At 
that  point,  life  changed  because 
production  scheduling  changed. 
You  were  working  much  closer  to 
real-time,  and  you  could  now  tell 
a  distributor  not  only  whether  the 
product  was  in  stock  but  also,  if  it 
wasn’t,  when  he  could  get  it. 
That’s  one  of  the  first  times  I  saw 
entire  work  processes  start  to 
change  because  a  technology  was 
put  in  place. 

-Daintry  Duffy 
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©1999.  All  rights  reserved.  Asera,  the  Asera  logo,  and  "Accelerate  your  channels"  are  trademarks  of  Asera 


A.  funny  thing  happened  while  we  were 
waiting  f©r  y©u  t©  fill  ©ur  ©rders. 
We  f ©und  an©ther  s©urce. 

Sincerely , 

Y©ur  Channels 


P.S.  They're  d@ing  business  ©n  the  Web. 


How  can  you  make  your  channels  make 
you  more  profitable? 

Make  it  easier  for  them  to  order  and  to 
track  orders.  Give  them  better  sales  tools, 
better  support,  and  speed  the  whole  thing 
up  via  the  Web. 

Make  them  happier. 

And  make  sure  you  do  it  before  your 
competition  does. 

We  can. 

We're  Asera.  We'd  like  to  introduce 
you  to  The  Asera  eService,™  the  e-business 
solution  that'll  do  for  all  your  distribution 
channels  what  those  efficiency  guys  did 
for  your  supply  chain.  We  call  it  demand 
chain  management — better,  faster,  smarter 
marketing,  selling,  and  customer  support. 


It's  not  a  big  software  package  you've 
got  to  spend  time  and  money  to  install, 
babysit  and  upgrade. 

With  the  Asera  eService,  you  activate 
just  the  features  you  need,  plug  into  the 
Web  and  start  using  the  system. 

You  get  a  comprehensive  e-business 
solution  that  will  make  your  channels  more 
effective.  And  we  make  it  simple  to 
configure  your  service  to  the  needs  of  each 
channel.  Personalized  product  lines,  pricing, 
marketing  and  sales  tools  help  your  sales 
channels  lead  with  the  best  you've  got — -to 
stay  ahead  of  the  competition.  Online  order 
management  makes  it  faster,  cheaper  and 
easier  for  everyone  to  do  business  with 
you — so  they'll  come  back  for  more. 


Oh. 

A  couple  more  things.  We  can  make  it 
happen  in  90  days  or  less.  On  a  pay-for-use 
basis,  with  no  big  upfront  costs. 

You  read  that  right.  In  90  days  or  less. 

Visit  www.asera.com/report  or  call 
1-877-992-7372  to  get  The  Asera  Report — 
a  case  study  that  will  show  you  how  to 
use  the  Web  to  make  your  business  a  lot 
more  profitable. 

Aser/A 

Accelerate  your  channels™ 


THE  EIGHTH  ANNUAL 


Enterprise  Value  Retreat  Awards  Ceremony 


As  we  enter  the  21st  century  andY2K  moves  appropriately  to 
the  dustbin  of  history,  IT  for  many  firms  is  turning  out  to  be  a 
disruptive  technology  with  profound  competitive  consquences. 
The  Internet  and  e-commerce  threaten  the  existence  of  todays 
business  models.  Visionary  firms  are 
embracing  these  new  technologies 
and  allowing  them  to  demolish  the 
value  of  past  investments. 

The  centerpiece  of  the  2000  CIO 
Enterprise  Value  Retreat®  will  be  the  new 
Charles  Schwab  Corporation  case  studies,  which  describe  how 
the  firm  completely  reinvented  its  channels  of  distribution. 
Amidst  this  gutsy  endeavor,  Schwab  has  emerged  as  a  successful 


survivor  and  has  left  the  competition  in  its  wake.  Moving  more 
than  ten  billion  dollars  a  week  across  the  Internet,  Schwab  is  a 
good  example  of  how  to  approach  these  issues.  Harvard 
Business  School  Professor  F.  Warren  McFarlan  will  lead  the 
Retreat  and  discuss  the  innovative  ways 
organizations  are  gaining  access  to  IT 
support  in  this  New  World. 

The  Retreat  will  also  feature  an 
interactive  collaboration  with  Boris 
Brott,  musical  director  for  the  Ventura 
County,  California  Symphony,  conducting  a  live  orchestra.  This 
year’s  Enterprise  Value  Award  winners  will  be  celebrated  at  an 
evening  reception  and  dinner. 


JANUARY  30 


FEBRUARY  2,  2000  *  WESTIN  LA  PALOMA  *  TUCSON,  ARIZONA 


Sunday,  January  30 


Wed  nesday,  February  2 


8  a.m.  -  10:30  a.m. 

Registration  and  Breakfast 

12:30  p.m. 

CIO  Partners'  Golf  Tournament 

La  Paloma  Country  Club 

Transportation  will  run  continuously 
starting  at  10:30  a.m.  from  the  main 
entrance  of  the  Westin  La  Paloma. 

3  p.m.  -  6  p.m. 

Registration 

3  p.m. 

Superbowl  XXXIV 

Hosted  by  Tivoli  Systems 

Join  other  Retreat  participants  to 
watch  the  game  on  the  big  screen. 

7:30  p.m.  -  9  p.m. 

Partners'  Cafe  Reception 

9  p.m.  -  midnight 

Golf  Awards  Hospitality 


Monday,  January  31 

7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  8:45  a.m. 

Opening  Remarks  and 
KnowPulseSM  Poll 

GARY  BEACH 
Publisher 
CIO  magazine 

Let  your  opinions  be  known  through 
this  well-reported  research  poll. 

8:45  a.m.  -  10:30  a.m. 

Discontinuous  Information 
Technology 

F.  WARREN  MCFARLAN 
Senior  Associate  Dean 
Director  of  External  Relations 
Albert  H.  Gordon  Professor  of 
Business  Administration 
Harvard  Business  School 

McFarlan  will  discuss  the  changes 
in  infrastructure  being  facilitated  by 
today's  new  technologies. 

10:30  a.m.  -  11  a.m. 

Mid-Morning  Break 

1 1  a.m.  -  noon 

The  Symphonic  Organization 

BORIS  BROTT 
Musical  Director 

Ventura  County,  California  Symphony 

Participants  will  explore  the  juxtaposi¬ 
tion  of  teamwork  and  leadership:  the 
need  for  creativity  within  an  organiza¬ 
tion;  the  joy  of  communication  and  the 
achievement  of  success  through  the 
medium  of  music. 

Noon  -  1:30  p.m. 

Luncheon 

1:30  p.m.  -  5:05  p.m. 

Industry  Briefings 

Each  of  our  Partners  will  lead  interactive 
small  group  discussions  on  strategic 
business  and  IT  issues. 

5:15  p.m.  -  5:45  p.m. 

Monday  Wrap  Up  and  Preparation  for 
Tuesday's  Case  Studies 

F.  WARREN  MCFARLAN 

5:45  p.m.  -  7  p.m. 

Partners'  Cafe  Reception 


Tuesday,  February  1 

7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  9:30  a.m. 

Sourcing  in  a  World  of  Increased 
Complexity:  The  New  Paradigms 

F.  WARREN  MCFARLAN 

McFarlan  will  explore  the  innovative 
ways  in  which  IT  services  are  delivered. 

9:30  a.m.  - 10  a.m. 

Introduction  of  the  Charles  Schwab 
Cases 

F.  WARREN  MCFARLAN 

Participants  will  explore,  in-depth,  the 
remarkable  steps  taken  by  this  discount 
brokerage  company. 

10  a.m.  -  10:30  a.m. 

Mid-Morning  Break 

10:30  a.m.  -  1 1:30  a.m. 

Charles  Schwab  Case  Studies 

Continuation 

F.  WARREN  MCFARLAN 

1 1:30  a.m.  -  2  p.m. 

Luncheon  &  Case  Study  Workgroups 

Participants  will  break  into  small  groups 
to  analyze  the  cases  during  a  working 
lunch. 

2  p.m.  -  5:30  p.m. 

Informal  Networking  and  Recreation 

6:30  p.m.  -  7:15  p.m. 

Enterprise  Value  Awards  Reception 

Meet  the  Awards  winners. 

7:15  p.m.  -  9:30  p.m. 

Enterprise  Value  Awards  Ceremony 
and  Dinner 

Join  us  in  celebrating  the  Enterprise 
Value  Awards,  proudly  underwritten  by 
AT&T  Solutions. 

GARY  BEACH 
Publisher 
CIO  magazine 

ABBIE  LUNDBERG 
Editor  in  Chief 
CIO  magazine 

LEW  MCCREARY 
Editorial  Director 
CIO  magazine 


7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  8:45  a.m. 

KnowPulse  Poll  Results 

LEW  MCCREARY 
Editorial  Director 
CIO  magazine 

8:45  a.m.  -  10:30  a.m. 

Case  Study  Workgroup 
Presentations  and  Discussion 

F.  WARREN  MCFARLAN 

DAN  LEEMON 

Chief  Strategy  Officer 

Charles  Schwab  Corporation 

Groups  will  present  and  discuss  their 
solutions  with  case  study  executives. 

10:30  a.m.  -  10:45  a.m. 

Mid-Morning  Break 

10:45  a.m.  -  1 1:45  a.m. 

Delivering  IT  Results  in  the 
21st  Century 

F.  WARREN  MCFARLAN 

McFarlan  will  examine  and  discuss 
techniques  and  processes  for  ensuring 
attractive  bottom  line  results. 

1 1:45  a.m.  -  noon 

Summary 

F.  WARREN  MCFARLAN 


To  enroll 


or  for  more 


information,  call  800  355-0246  or  visit  our  website  at 


www.cio.com/conferences 


PARTNERS 

ABT  Corporation 

Acxiom 

AT&T  Solutions 

Comdisco 

Compaq 

Computer  Associates 
Data  General 


E.piphany 

GTE  Communications 
Hummingbird  Communications 
Inacom 

Nortel  Networks 
Novell 

PricewaterhouseCoopers 

Tivoli 


The  Enterprise  Value  Retreat 
and  Awards  CeremonY  Is 
Proudly  Underwritten  by 
AT&T  Solutions 

HHAT&T  Solutions 


CIO  Portfolio 

PRODUCTS  AND  SERVICES  FROM  CIO  COMMUNICATIONS 

IN  FUTURE  ISSUES 

The  Vendor  Relationship 

All  vendors  promise  to  be  good  business  partners,  but  how  good  are  their 
promises?  We  consulted  a  number  of  IT  executives  to  develop  a  list  of 
expectations  that  we  believe  a  true  partner  should  meet,  and  then  we  surveyed 
over  500  CIOs.  Find  out  who  delivers  and  who  doesn’t. 

Life  After  Y2K 

After  spending  billions  of  dollars  on  Y2K  remediation,  have  companies 
learned  anything  from  the  experience?  Read  this  story  to  determine  whether 
there  are  technical  and  strategic  lessons  that  CIOs  and  executives  have 
learned,  and  if  so,  how  they  will  do  things  differently  in  the  future. 

Leadership  Training 

Rather  than  just  expect  leaders  to  bubble  up  to  the  surface,  some  IT  departments 
are  instituting  formal  leadership  training  programs.  Read  why  this  is  important  to 
do  and  how  it  is  working  at  some  leading  companies. 


EXECUTIVE  PROGRAMS 

The  Eighth  Annual  Enterprise  Value  Retreat 

Jan.  30  to  Feb.  2,  2000  •  Westin  La  Paloma  •  Tucson,  Ariz. 

The  information  technology  environment  is  dramatically  changing  its  structure. 
The  Internet,  intranets,  extranets  and  e-commerce  have  created  new  ways  for 
enterprises  and  individuals  to  communicate  with  each  other,  leading  to  radically 
different  channels  of  distribution  and  asset  allocation.  The  CIO  Enterprise  Value 
Retreat  2000  will  explore  how  companies  have  added  value  by  leveraging  the 
opportunities  created  by  these  technological  enhancements. 

Contact  CIO  at  800  355-0246  or  www.cio.com/conferences. 


THE  CIO  CONSULTWARE  SERIES 


I.T.  STANDARDS  STRATEGIES  FOR  CIOS,  V.  2.0 

Our  newest  release  examines  current  trends  and  practices  for  evaluating,  setting, 
publicizing,  implementing,  monitoring  and  updating  standards.  Price:  $2,295 

I.T.  STAFFING  STRATEGIES  FOR  CIOS 

Learn  how  leading  companies  recruit,  develop  and  retain  IT  staff  successfully. 

Price:  $1,995 

IMPLEMENTING  I.T.  STRATEGIES  FOR  CIOS 

Shorten  the  planning  cycle  and  create  a  process  that  works  for  your  entire  organization. 
Price:  $2,295 

For  more  information  or  to  demo  these  products,  visit  www.cio.com/consultware  or 
contact  Dot  Caspersen  at  800  726-3090  or  research@cio.com. 


cio.com 

http://www.cio.com 

The  Research 
Starts  Here 

The  CIO  Executive 
Research  Center 

www.cio.com/forums/executive 

This  center  contains 
information  and  insights  about 
the  role  of  the  CIO. 


Knowledge  Management 
Research  Center 

www.cio.com/forums/knowledge 

Find  out  how  to  learn  what 
other  people  in  your 
organization  know. 


Human  Behavior 
and  the  Web 

www.cio.com/forums/behavior 

Does  technology  change 
the  way  people  act  in 
the  workplace? 


Leadership  Research 
Center 

www.cio.com/forums/ 

leadership 

Are  you  the  leader  you 
need  to  be? 


Infrastructure 
Research  Center 

www.cio.com/forums/ 

infrastructure 

Information  and  articles  on 
hardware,  software,  operating 
systems  and  platforms. 


94  CIO  ENTERPRISE  •  SECTION  2  /  NOVEMBER  15,  1999 


http://enterprise.cio.com 


By  the  time  they  reach  the  eighth  grade, 

30%  OF  THEM  WILL  BE  ABLE  TO  HACK  INTO  YOUR  SYSTEM 


graphical  configuration  and  management,  and  the 
latest  anti-spam  tools,  so  it's  easier  to  keep  your 
guard  up.  Add  our  service  and  support  programs 
and  you're  fully  covered  for  the  coming 
onslaught.  Be  prepared  for  the  test.  Get  ready 
by  calling  Sendmail,  Inc  at  1 -87-SENDMAIL 
Or  visit  us  on  the  web  at  www.sendmail.com 


Ready  or  not,  here  they  come.  Droves  of 
active  minds  knocking  on  your  server's  door.  But 
Sendmail  Pro  can  protect  you.  It's  the  commercial 
version  of  the  mail  transfer  agent  that  powers  75% 
of  all  the  Internet  mail  Servers  out  there.  You  > 
get  the  reliability,  security  and  scalability  you  / 
need  to  grow  with  the  Internet.  Along  with 


SENDMAIL 
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Here’s  why  Radio  Flyer 
hitched  its  wagon  to  us. 


Its  litde  red  wagons  have  been  a 

childhood  favorite  for  three  generations. 

And  with  the  big  Toy  Fair  coming  up, 

Radio  Flyer  felt  its  salespeople 
needed  a  little  charge. 

So,  CEO  Robert  Pasin  asked 
Lands’  End®  to  create  a  knit 
shirt  -  embroidered  with  the 
company’s  logo.  The  result? 

“It  loosened  everybody  up,” 
says  Mr.  Pasin,  a  grandson  of  the  founder. 

“I  think  it  made  our  sales  reps  more  effective. 

Which  is  why  Radio  Flyer  has  turned  to 
Lands’  End  again  and  again. 

Gifts  that  pull  their  own  weight 

If  you  have  a  trade  show  someday  soon,  or  need 
an  attractive  gift  or  incentive  for  any  reason,  flip 
through  our  Corporate  Sales  catalog. 

It’s  chock-a-block  with  popular  items  from  our 
regular  Lands’  End  catalog  -  like  our  Interlochen 
Knit  Shirt 

Plus,  things  specially  chosen  for  corporate 
customers  -  like  Leather  Presentation  Binders. 

(If  you  can’t  decide,  give  our  Gift  Certificates.) 

You’ll  find,  as  Radio  Flyer  did,  that  a  Lands’  End 
gift  is  a  great  vehicle  for  building  employee  or 


customer  enthusiasm:  our  familiar  label  makes 
the  gift  just  a  bit  more  special. 

“You’re  committed  to  the  same  things  we  are,” 
concludes  Mr.  Pasin.  “Quality,  service  and  value.” 

Every  customer  is  a  big  wheel. 

Our  Corporate  Sales  Specialists  will  gladly 
help  you  find  an  appropriate  item.  They’ll 
also  explain  our  quantity  discounts. 

Our  embroidery  won’t  cost  you  a  small 
ransom,  either. 

And  you  can’t  go  wrong.  Everything  in  our 
catalog  comes  with  the  unconditional  Lands’  End 
guarantee.  It’s  - 
“Guaranteed.  Period? ” 

Which  makes  choos¬ 
ing  a  corporate  gift  like 
child’s  play. 

For  our  latest  catalog, 
call  and  talk  with  our 
Corporate  Sales  Specialists.  Corporate  Sales 


Call  1-800-916-2255, 

or  visit  us  at  www.landsend.com/corpsales. 
Or  e-mail  to  corpsales@landsend.com. 

Lands’  End  products  are  not  for  resale  in  a  retail  setting.  ©1999  Lands’  End,  Inc. 


TECHNOLOGY  MADE  SIMPLE. 


Now  Serving: 
Applications £ 


N  APPLICATION  SERVER  IS  LIKE  A 
superefficient  waitress,  taking  orders 
from  the  front  end,  bringing  them  to  the 
back  end  where  the  ingredients  of  raw 
data  reside,  and  then  delivering  a  usable 
product  back  to  the  front  end.  Or  you 
could  compare  it  to  a  manager  with  solid  communica¬ 
tion  skills  and  a  penchant  for  delegating  duties. 
Application  servers  essentially  translate  raw  data  from, 
say,  a  company’s  inventory  or  finance  database,  into 
information  with  real  world  meaning  relayed  to  and 
displayed  on  a  desktop  or  Web  browser.  And  much  as 
a  good  manager  designates  projects  appropriately 
among  her  staff,  application  servers  perform  what’s 
known  as  load  balancing:  They  distribute  the  compu¬ 
tational  workload,  taxing  the  least  burdened  machine 
to  keep  the  company  humming. 

Are  they  hardware  or  software? 

Application  servers  are  software  that  runs  on  the 
middle  tier  of  an  n-tier  environment  (see  “Buzzwords,” 
below).  There’s  a  bit  of  confusion  in  the  application- 
server  product  category  because  the  technology  and 
terminology  are  still  relatively  new.  Some  application 
server  vendors  focus  on  development  tools  for  writing 
and  reusing  code  to  teach  old  applications  new  tricks 
or  to  give  them  a  new  look.  Others  specialize  in  func¬ 
tions  that  support  the  speed  and  agility  of  a  system, 
such  as  load  balancing  and  thread  management — 
which  administers  the  connections  between  databases. 


Buzzwords 


Thin  Client/Fat  Client: 
See  “Master  Class,”  Page  64. 

N-tier  Environment: 

A  computing  setup  or  architec¬ 
ture  with  multiple  layers  or  tiers 
where  “n”  indicates  the  number 
of  tiers.  Each  tier  is  a  sort  of 


checkpoint  for  moving  data.  A 
three-tier  environment  might 
have  databases  with  raw  infor¬ 
mation  as  one  tier  (the  so-called 
back  end),  the  application 
servers  as  the  middle  tier  and 
the  clients  (the  desktop  or 
browser)  as  a  third  tier  or 
front  end. 


How  are 

application  servers 
different  from  the  client/server  stuff  that’s  been 
around  for  years? 

The  term  client/server  refers  to  a  network  configura¬ 
tion  where  many  desktop  computers  each  run  their 
own  applications  and  communicate  with  a  central 
server  to  access  back-end  data  or  to  communicate  with 
other  clients.  Application  servers  are  configured  in  an 
n-tier  environment,  in  which  they  are  located  in  the 
middle  and  actually  run  parts  of  applications  that 
many  users  share,  and  communicate  between  the 
desktop  and  back-end  systems. 

How  do  application  servers  support  e-commerce 
environments? 

Let’s  say  you’ve  found  a  bottle  of  hot  sauce  on  a 
specialty  foods  site  that  would  make  a  perfect  gift  for 
Dad.  You  fill  out  the  shipping  and  billing  info  and  click 
on  a  button  to  make  your  purchase.  That  click  sends 
an  encrypted  message  from  your  desktop  through  an 
application  server  to  the  merchant’s  inventory  and 
accounting  system.  It  checks  whether  the  hot  sauce  is 
in  stock  and  verifies  your  credit  card  number.  At  this 
point,  one  of  the  many  things  the  application  server  is 
doing  is  managing  the  connections  between  databases. 
The  information  from  the  inventory  system  along  with 
the  information  that  you  submitted  pass  through  the 
application  server.  Here,  price  lists  and  SKU  numbers 
are  effectively  translated  and  merged  with  your  infor¬ 
mation  into  a  message  that  appears  on  your  screen, 
such  as,  “Good  news!  Texas  Tear  Jerker  is  available. 
We  will  ship  12  bottles  to  Dad  and  bill  you  $37.88.” 
(For  more  on  Web-enabled  applications,  see  “Firm 
Foundations,”  CIO  Section  1,  Page  82.) 

-Meridith  Levinson 


98  CIO  ENTERPRISE  •  SECTION  2  /  NOVEMBER  15,  1999 


http://enterprise.cio.com 


ILLUSTRATION  BY  DAVE  KLUG 


Finally,  a  way  to 
connect  them  all. 


Using  the  open  standards  of  the  Internet,  webMethods’ 
breakthrough  software  seamlessly  integrates  companies, 
B2B  marketplaces  and  business  partners  into  extensive 
trading  networks.  webMethods  B2B  solutions  are 
secure  and  reliable,  and  do  not  require  alterations  to 
existing  legacy,  proprietary  or  ERP  systems.  Companies 
like  Dun  &  Bradstreet,  W.W.  Grainger,  Marshall 
Industries,  and  SAP  connect  their  business  communities 
using  webMethods’  solutions.  Now  you  can,  too. 
www.webMethods.com/cio/ 


webMethods 


©1999  webMethods,  Inc.  All  rights  reserved.  The  webMethods  logo  is  a  registered  trademark  webMethods,  Inc.  in  the  United  States  and  other  countries. 


The  Fastest  Way 
Make  E-Commerce 
A  Reality. 


■■ 


faster 

faster 

.faster 


Everybody’s  talking  about  making 
money  on  the  Internet,  but  who’s 
actually  doing  it? 

Our  clients. 

Every  day  they’re  using  the 
Internet  to  take  orders,  ship  materi¬ 
als,  market  products,  sell  prospects, 
you  name  it.  Every  day  they  open 
their  doors  to  millions  of  new 
customers  they  could  never 
reach  before. 

You  can  do  it  too — much  faster 
than  you  ever  dreamed  possible — 
guaranteed. 

The  key  is  our  ability  to  integrate 
legacy  applications  faster  than 
anyone  else.  We  can  extend  legacy 
applications  for  e-commerce 
instantly.  And  when  it  comes  to 
support,  we  support  more  mission- 
critical,  e-commerce  applications 
than  anyone. 

So  stop  talking  about  e-commerce 
and  start  doing  it.  Call  us  today  to 
learn  how  we  can  help  you  get  to 
the  e-market  faster,  faster,  faster. 

For  a  FREE  e-commerce  assess¬ 
ment,  call  1-877-462-2477  or  visit 
our  website  at  www.cai.com/gps. 


©1999  Computer  Associates  International,  Inc.,  Islandia,  NY  11749.  All  product  names  referenced  herein  are  trademarks  of  their  respective 
companies. 


Accelerated  Delivery"  Guaranteed. 


